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uPhongolo Local Municipality 

Annual Financial Statements 
for the year ended 30 June 2016 


Accounting Officer’s Responsíbilitíes and Approval 

Officer is required by the Municipal Finance Management Act (Act 56 of 2003) to maintain 
a equale accounting records and is responsible for the concent and integrity of the Annual Financiľ 
Ofllľľ relaíed financial Information included in this report. It is the responsibility of the Accountinq 

ľf he in?"' i'" Statements fairly present the state of the Municipality aľľlhľend 

a 1 ‘he periód then endeľ The externá 

unrestricted ^ ^press an independent opinion on the annual financial statements and were given 

unrestricted access to all financial records and related data. ^ 

AOTuTno StSlGRlm "i“! Standards Generally Recognised 

sľandarľs ® -iifectíves íssued by the Accounting 

"eato'nTe' and prui:^ fudgeteTs ^nľ^rateľ”"''"' 

Lt Mľhľd"í"l°Tľ"f'*ľ“"'''‘'®“ "'"• “""""'“'y ^“ponsible fot the System of financial control 

established by the Municipality and plačeš considerable importance on maintaininq a strono control 

sTandsTľ'- w "T'" respcnsibilities ľLcounbng ^ sets 

Standards for mternal control aimed at reducing the risk of error or deficit in a cost effective mannľ The 

LTot n? ^ 'nclude the proper delegation of responsíbilitíes within a clearly defined framework effective 

an acceptable leveľclf risf ThSe 

Pth> 1 t Municipality and all employees are required to maintain the hiohest 

ethical standards in ensuhng the Municipalitys business is conducted in a manner thaTľaľľeasonablľ 

asseľs^" reproach. The focus of risk management in the Municipality is on identifying 

asses mg managing and monitoring all known forms of risk accross the Municipalíy While opľrľtL risk 
cannot be fully eliminated. the Municipality endeavours to minimise it by ensurinrthat app opľate 

“s1;ľcr:;nľs^""'^ -ď^anaged^witbin^Stetined 

The Accounting Officer has reviewed the Municipality's cash ftow forecast for the year ended 30 June 2016 

Municipal Manager: 


Dáte: 31 August 2016 
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uPhongoío Local Municipality 

Annual Financial Statements 
for the year ended 30 June 2016 


Municipal Manager's approval of annual fínancial statements 


I, Ndieia M M, Accounting Officer of the uPhongolo Local Municipaiity, am responsible for the preparaíion of 
íhese annual fínancial statements, which are set out on pages 6 to 61, ín terms of Secíion 126(1) of the 
Municipal Finance Management Act and which I háve signed on behalf of the Municipality. 

The reports and statements set out on pages 6 to 61 comprise the annual fínancial statements which háve 
been prepared in accordance with the Síandards of Generally Recognised Accounting Practices (GRÁP) as 
prescribed by the Minister of Finance in terms of General Notice 516 of 2008 and the Accounting Framework 
as set out in the Accounting Standards Board (ASB) directives read together with directive 3 transitiona) 
provisions for low capacity municipalities. 


f certify that the safaríes, allowances and benefits of Counciílors, loans made to Councillors, if any, and 
payments made to Councillors for loss of Office, if any, as disciosed in note 27 of these annual financiaí 
statements are within the upper limits of the framework envisaged in Section 219 of the Consíituíion, read with 
the Remuneraíion of Public Officer Bearers Act (Act No. 20 of 1998) and the Minister of Provincia! and Local 
Governmenťs determinaíion in accordance with this Act. 



Ndfela M M 


Municipal Manager 
Dáte: 31 August 2016 
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uPhongolo Loca! Municipality 

Satement of Financial Position 
as at 30 June 2016 


ASSETS 
Current assets 
Inventories 

Cash and cash equivalents 

Trade and other receŕvables from exchange transactions 
Trade and other receívabies from non-exchange transactions 
VAT receivabie 
Prepayments 

Non-current assets 

Non-current receivables from exchange transactions 

Property, planí and equipment 

Intangible assets 

Investment property 

Heritage assets 

Total assets 

LIABILITIES 
Current liabilities 

Trade and other payables from exchange transactions 
Consumer deposits 
Current provísions 

Current portion of unspent conditional grants and receipts 
Current portion of long-term borrowings 
Current portion of finance lease liabilíty 


Restated 

2015 

R 



459 , 974,443 


61 , 145,403 
37 , 839,906 
1 , 724,477 
5 , 175,287 
12 , 763,480 
243 . 236 ' 
3 , 399 , 017 - 


389 , 841,244 


58 , 185,994 


36 

251,514 


400,255 

9 

243,186 

10 

,335,673 


432,497 

r 

,522,869 


Non-current liabilities 

Non-current portion of long-term borrowings 
Non-current portion of finance lease liabiiity 
Non-current provísions 
Revenue received in advance 
Defined benefit p!an oblígations 

Total ftabilities 

Net assets 

NET ASSETS 

Accumulated surplus 


12 , 175,610 

3 , 745,217 

4 , 948,939 

456,134 

3 , 025,320 

” 73 . 321,013 

386 , 653,430 


336,653,430 


9 , 154,523 

76,719 

1,659,646 

4,343,511 

456,134 

2,618,513 

67 , 340,517 

" 322 , 500,727 


322,500,727 


Total net assets 


386 , 653,430 


322 , 500,727 



uPhongoío Local Municipaíity 

Statement of Financial Performance 
for the year ending 30 June 2016 


Restated 

2015 

R 


REVENUE 

Revenue from exchange transactions 
Service charges 

Rental of facilities and equipment 
ínterest earned - external investments 
Interest earned - outstanding receivabíes 
Licences and permits 
Other income from exchange transactions 

Revenue from non-exchange transactions 

Property rates 
Fines 

Government grants and subsidies 
Public coníributions and donations 
Totaf revenue 

EXPENSES 

Employee related costs 
Remuneratíon of councíliors 
Contribution to provisions 
Debt impairmen! 

Collection costs 

Depreciation and amortisaíion expense 

Repairs and maintenance 

Finance costs 

Bulk purchases 

Contracted Services 

Grants and subsidies paid 

General expenses 

Total expenses 

Loss on sále of assets 
Impairment loss 
Fair value adjustment 



53,304,564 

# 43,876,509 

20 

41,423,596 

33,383,899 

21 

709,472 

i# 568,933 

22 

1,615,135 

1,058,168 

23 

5,758,672 

5,160,521 


1,488,674 

y 1,687,719 

25 

2,309,015 

4?^ 2,017,269 


184,396,055 

158,157,420 

19 

26,831,229 

-"e' 26,455,243 


258,632 

357,203 

24 

157,306,194 

131,171,709 

26 

- 

173,265 


237,700,619 

202,033,929 

27 

66,317,146 

45,900,221 

28 

7,757,782 

7,473,064 

29 

(492,149) 

1,305,675 


9,396,786 

7,254,124 


121,214 

236,480 

30 

7,632,454 

7,241,158 


7,229,981 

6,895,704 

31 

(914,904) 

2,895,204 

32 

25,370,106 

21,481,778 

33 

21,464,772 

17,122,622 

34 

2,450,840 

2,913,255 

35 

37,304,931 

32,983,698 


183,638,959 

153,702,983 

36 

(276,768) 

508,877 

37 

43,062 

616,620 

38 

(7,155,000) 

(3,400,000) 


Surptus for the periód 


61,450,366 


50,605,449 




Balance at 30 June 2014 as previously reported 
Changes in net assets: 

Adjustments: 

Newly identified assets 
Correction of prior periód errors 
Surplus for the periód 


279,509,325 


382,535 

(7,996,582) 

50,605,449 


279,509,325 


382,535 

-7,996,582 

50,605,449 


Restated batance at 30 June 2015 
Changes in net assets; 

Newly identified assets 
Correction of prior periód errors 
Surplus for the periód 


Balance at 30 June 2016 


322,500,727 


127,168 

2,575,169 

61,450,366 


386,653,430 


322,500,727 


127,168 

2,575,169 

61,450,366 


386,653,430 


uPhongolo Local Municipality 

Cash Flow Statements 
as at 30 June 2016 


CASH FLOWS FROM OPERATING ACTIVITIES 
Receipts 

Sále of goods and Services 
Grants 

Interest income 
Other receipts 
Payments 
Employee costs 
Councillors allowances 
Suppliers 
Interest paid 
Other payments 

Net cash flows from operating activities 

CASH FLOWS FROM INVESTING ACTIVITIES 

Purchase of property, plánt and equipment 
Uecrease in other property, plánt and equipment 
Proceeds from disposat of assets 
Purchase of intangibles 
Decrease heritage assets 
Decrease/(lncrease) in loans and receivables 
Movement 

Net cash flows from investing activities 

CASH FLOWS FROM FINANCING ACTIVITIES 

Proceeds from borrowings 
Repayment of borrowings 
Proceeds from finance lease líability 
Repayment of finance lease liability 
Revenue received in advance 

Net cash flows from financing activities 

Net increase / (decrease) in cash and cash equivalents 
Net cash and cash equivalents at beginning of periód 

Net cash and cash equivalents at end of periód 


222 , 030,379 

52,613,557 

159,734,000 

7.373,807 

2,309,015 

( 170 , 134 , 268 ) 

(66,317,146) 

(7,757,782) 

(94,523,404) 

914,904 

(2,450,840) 

51 , 896,111 


35,698 

(301,677) 

6,349,585 

(2,387,865) 


3 , 695,741 

(3,362,916) 

13,137,115 

9 , 774,199 


Restated 

2015 

R 


183 , 142,219 

41,960,530 

134,963,000 

6,218,689 

( 124 , 508 , 515 ) 

(45,793,766) 

(7,473,064) 

(65,433,226) 

(2,895,204) 

(2,913,255) 

“ 58 , 633,704 


(58,789,552)1 j (56,103,692) 

309,536 

(347,584) 


(127,168) 


( 58 , 954 , 768 ) ( 56 , 103 , 692 ) 


60,816 

(484,777) 

(2,660,480) 

90,029 

( 2 , 994 , 412 ) 

(464,400) 

13,601,515 

13 , 137,115 
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uPhongolo Local Municipality 

Satement of Financial Positíon 
as aí 30 June 2016 

Statement of Comparison of Budget and Actua! Information 


Difference 

^~&etween 

Approved Budget Actual budgetand 

Budget Adjustmenís Fína! Budget Ouicome actuaf 


Statement of Financial Position 
Assets 

Current assets 

Inventories 

Cash and cash equivalenís 

Trade and other receivables from exchange íransactions 
Trade and other receŕvables from non-exchange íransactions 
VAT receivable 
Prepayments 

Non-current assets 

Non-current receivables from non-exchange íransactions 

Property, plánt and equtpment 

Intangible asseís 

ínvestment property 

Heriíage assets 

Total assets 

LiABlLfTiES 
Current liabílities 

Trade and other payabies from exchange íransactions 
Consumer deposits 
VAT payable 
Current provisions 

Current portion of unspení conditional granís and receípts 
Current portion of long-term borrowings 
Current portion of finance lease íiabälity 

Non-current iiabiiities 

Non-current portion of iong-term borrowings 
Non-current portion of finance lease liability 
Non-current provisions 
Defined benefit plaň obligatŕons 
Paymení received in advance 

Totaf Iiabiiities 

Net assets 

NET ASSETS 

Accumulated surpfus 

Total net assets 


33,626,620 

{23,062,525} 

10,564,095 

9,774,199 

789,896 

59,411.819 

(11,741,786) 

47,670,033 

9,590,609 

38,079,424 

834,074 

- 

834,074 

54,507,236 

( 53 , 673 , 162 ) 



" 

14.262,449 

( 14 , 262 , 449 ) 




1,038,858 

(1,038,858) 

267,598,475 

49,117,101 

316,715,576 

304,430,640 

12,284,936 

35,466 

(4,165) 

31,301 

349,507 

(318,206) 

88,407,749 

(29,612,749) 

58,795,000 

65,950,000 

(7,155,000) 

70,945 

- 

70,945 

70,945 


449 , 985,148 

( 15 , 304 . 124 ) 

434 . 681,024 

459 , 974,443 

( 25 , 293 , 419 ) 

43,245,757 

3,874,913 

47,120,670 

37,246,954 

9,873,716 

452,507 

- 

452,507 

1,724,477 

(1,271,970) 

- 

- 

- 

5,175,287 


- 

- 

- 

12,763,480 

(12,763,480) 


- 

- 

243,236 

(243,236) 

6,939,705 

(5,092,898) 

1,846,807 

3,399,017 

(1,552,210) 

4,614,959 

1,373,941 

5.988,900 

3,745,217 

2,243.663 

3,649,309 

361,121 

4,010,430 

4,948,939 

(938,509) 

2,618,513 

120,000 

2,738,513 

3,025,320 

(286,807) 

456,134 

* 

456,134 

456,134 

- 

61 , 976,884 

637,077 

62 , 613,961 

72 , 728,061 

( 4 , 938 , 813 ) 

388,008,264 

( 15 , 941 , 201 ) 

372 , 067,063 

387 , 246,382 

( 20 , 354 , 606 ) 

388 , 003,264 

( 15 , 941 , 201 ) 

372 , 067,063 

387 , 246,382 

( 20 , 354 , 606 ) 

388 , 008,264 

( 15 , 941 , 201 ) 

372 , 067,063 

387 , 246,382 

( 20 , 354 , 606 ) 
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uPhongoIo Local Municipality 

Satement of Financial Performance 
as at 30 June 2016 

Statement of Comparison of Budget and Actual Information 




Approved 

Budget 

R 

Budget 

Adjustments 

H 

Finai Budget 
K 

Actual 

Outcome 

K 

Difference 
between 
budget and 
actual 

R 

Statement of Financial Performance 






Revenue 






Revenue from exchange transactions 






Service charges 

42,085,540 

(37,150) 

42,048,390 

41,423,596 

624,794 

Rentaí of faciiitíes and equipment 

1,456,201 

(823,631) 

632,570 

709,472 

(76,902) 

ínterest earned - externaf investnnents 

1,846,488 

- 

1,846,488 

1,615,135 

231,353 

ínteresí earned - outsíanding receivables 

5,119,979 

108 

5,120,087 

5,758,672 

(638,585) 

Licences and pernnits 

1,859,765 

(348,948) 

1,510,817 

1,488,674 

22,143 

Other income from exchanqe transactions 

1,661,455 

71,062 

1,732,517 

2,309.015 

(576,498) 

Total revenue from exchange transactions 

54,029,428 

(1,138,559) 

52,890,869 

53,304,564 

(413,695) 

Revenue from non-exchange transactions 






Property rates 

24.731,561 

- 

24,731,561 

26,831,229 

(2,099,668) 

Fines 

416,584 

(2,614) 

413,970 

258,632 

155,338 

Government grants and substdíes 

106,754,000 

21,000 

106,775,000 

157,306,194 

(50,531,194) 

Public contributions and donations 

- 

- 

- 



I otal revenue from non-exchange 






transactions 

131,902,145 

18,386 

131,920,531 

184,396,055 

(52.475.5241 

U— r — ^ 

Total revenue 

185,931,573 

(1,120,173) 

184,811,400 

237,700,619 

(52,889,219) 

Expenses 






Employee related costs 

60,765,407 

1,279,336 

62,044,743 

66,317,146 

(4,272,403) 

Remuneration of councillors 

7,762,347 

064,915) 

7,597,432 

7,757,782 

' (160,350) 

Debt impairment 

9,460,034 

- 

9,460,034 

9,396,786 

63,248 

Collection costs 

- 

- 

- 

121,214 

(121,214) 

Depreciation and amortisation expense 

7,832,794 

- 

7,832,794 

7,632,454 

200,340 

Repairs and maintenance 

10,361,619 

363,772 

10,725,391 

7,272,601 

3,452,790 

Finance costs 

1,175,216 

- 

1,175,216 

(914,904) 

2,090,120 

Buík purchases 

25,052,035 

- 

25,052,035 

25,370,106 

(318,071) 

Contracted Services 

16,934,682 

125,729 

17,060,411 

21,464,772 

(4,404,361) 

Grants and subsidies paid 

3,038,740 

- 

3,038,740 

2,450,840 

587.900^ 

General expenses 

43,548,699 

(2,724,095) 

40,824.604 

36,177,210 

4,647,394 

Total expenses 

185,931,573 

(1,120,173) 

184,811,400 

183,046,007 

1,765,393 

(GaÍn)/Loss on disposa) of assets 

- 



(276,768) 

276,768 

tmpairment loss 

- 

- 

- 

43,062 

(43,062) 

Gaín on fair value adjustment 

- 

- 

- 

(7,155,000) 

7,155,000 

Surplus / (deficit) for the periód 


■ 

■ 

62,043,318 

(62,043,318) 
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uPhongolo Local Municipality 

Cash Flow Statement 
as at 30 June 2016 

íĎtatement of Companson of 5udget and Actuaí Information 


Approved 

Budgeí 

R 

Budgôt 

Adjustments 

R 

Final Budget 

R 

Actual 

Outcome 

R 

Dífference 
between 
budget and 
actual 

R 

Cash Flow Statement 






Receipts 

Taxation 

Sales of goods and Services 

Grants 

Interesí received 

Other receipts 

Payments 

Emptoyee costs 

SuppEiers 

Interes! paid 

Other payments 

51J64,974 

145,213,000 

6,966,467 

4,771,866 

(68,527,754) 

(82,444,605) 

(1,175,216) 

(3,038,740) 

(108) 

14,500,000 

108 

(1,114,421) 

2,234,421 

51,764,866 

159,713,000 

6,966,575 

4,771,866 

(69,642,175) 

(80,210,184) 

(1,175,216) 

(3,038,740) 

52,613,557 

159,734,000 

7,373,807 

2,309,015 

(74,074,928) 

(94,523,404) 

914,904 

(2,450,840) 

(848,691) 

(21,000)' 

(407,232) 

4,432,753 

14,313,220 

(2,090,120) 

(587,900) 

Net cash flows from operatíng activities 

53,529,992 

15,620,000 

69,149,992 

51,896,111 

14,791,030 

Cash Flows From Investing Activities 

Purchase of fixed assets (PPE) 

Proceeds from sále of fíxed assets 

Proceeds from sále of invesíments 

Decrease in heritage assets 
Decrease/(lncrease) in Loans and receivabEeí 
Movement 

(56,331,500) 

(19,800,000) 

(76,131.500) 

(58,789,552) 

309,536 

(347,584) 

(127,168) 

(17,341,948) 

(309,536) 

347,584 

127.168 

Net cash flows from invesťtng activities 

(56,331,500) 

(19,800,000) 

(76,131,500) 

(58,954,768) 

(17,176,732) 

Cash Flows From Financing Activities 

Proceeds from borrowings 

Repayment of borrowings 

Proceeds from finance lease íiability 
Repayment of finance lease liability 

Revenue received in advance 

13,550,000 

(6,939,705) 

(2,201,807) 

13,550,000 

(9,141,512) 

35,698 

(301,677) 

6,349,585 

(2,387,865) 

13,514,302 

(8,839,835) 

(6,349,585) 

2,387,865 

Net cash flows from financing activities 

6,610,295 

(2,201,807) 

4,408,488 

3,695,741 

712,747 

Net increase/ (decrease) in cash and cash 
equivaíents 

Net cash and cash equivalents at beginning 
of periód 

Net cash and cash equivalents at entí of 
periód 

3,808,787 

29,817,833 

33,626,620 

(6,381,807) 

(16,680,718) 

(23,062,525) 

(2,573,020) 

13,137,115 

10,564,095 

(3,362,916) 

13,137,115 

9,774,199 

789,896 

789,896 
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1 Accounting Poficies 

1.1 Basis of Accounting 

Basis of presentation 

The annual íinanciaí statements háve been prepared on an accruai basis of accounting and are in accordance with 
histohcal cost convention uniess specified otherwise. 

These annual frnancfal statennents háve been prepared in accordance with Generally Recognised Accounting Practice 
(GRÁP), fssued by the Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance 
Management Act, (Act No 56 of 2003). 

The principál accounting policies adopted in the preparatíon of these annual financiaf statements are set ouí below. 

Assets, liabilittes, revenues and expenses háve not been offseí except when offsetting is requíred or permitted by a 
Standard of GRÁP. 

The accounting policies applied are consistení with those used to presentíhe previous yeads financial statements, 
uniess explicitíy stated. The detaifs of any changes in accounting policies are explained in the relevant policy. 

Presentation currency 

These annual financial statements are presented in South Afričan Rand, which is the functional currency of the 
municipaíiíy. 

Going concern 

These annual financial statements háve been prepared on the assumption that the municipality will continue to 
operate as a going concern for at least the next 12 months. 

Comparative 

Budget information in accordance with GRÁP 1 and 24, has been provided in an annexure to these financial 
statements and forms part of the audiíed annual financial statements. 

When the presentation or classifícaťion of ítems in the annual financial statements is amended, prior periód 
comparative amounts are restated. The náture and reason for the recíassification is disciosed. Where accounting 
errors háve been identlfied in the current year, the correction is made retrospectively as far as ís practicable, and the 
prior year comparatives are restated accordingly. Where there has been a change in accounting policy in the current 
year, the adjustment is made retrospectively as far as is practicable, and the prior year comparatives are restated 
accordingly. 

Standards, amendments to standards and ínterpretatíons issued but not yet effective 

The foflowing GRÁP standards háve been issued but are not yet effective and háve not been earíy adopted by the 
municipality; 

GRÁP 18 - Segment Reporting 

Compliance with íhis štandard wouíd háve had an effect of the presentation only. Financial information would háve 
been reported by segments. The discíosure of this information wifl assist users of the financial statements to better 
understand the entity’s pást performance and to identity the resources aliocated to support the major activities of the 
entity. 

GRÁP 20 - Related Party Disciosures 

Compliance with this Standard woutd háve had an effect of the presentation only. Related party transactions háve 
been disciosed in accordance with fPSAS 20. 

GRÁP 105 - Transfers of Functions Between Entitíes Under Common Control 

Compliance with this štandard woufd not háve an tmpací on the current financial information as the municipality does 
not háve entities. 
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GRÁP 107 - Mergers 

Compliance wíth this štandard would not háve an impact on the current finandal Information as n#transactions 
relating to mergers exist in the current year. 

1.2 Properíy, Plánt and Equipmenl 
Initíal recognííion 

Property, plánt and equipment are tangible non-current assets (indudíng infrastructure asseís) that are held for use in 
the production or supply of goods or Services, rentaf to others, or for administrative purposes, and are expecíed to be 
used during more than one year. Items of property, plánt and equipment are initialfy recognised as assets when: 

• it ís probable that future economic benefits or Service potetionaf associated with the item will flow to the 
entity; and 

• the cost of the item can be measured reliabiy. 

When significant components of an item of property, plánt and equipment háve differení useful lives, íhey are 
accounted for as separáte ítems (major components) of property, pfant and equipmenl 

Major spare paríš and servícing equipment qualify as property, plánt and equipment when the municipality expecís to 
use them during more than one periód. Similariy, If the major spare parts and servicing equipment can be used on!y 
in connection with an item of property, plánt and equipment, they are accounted for as property, plánt and equipment. 

Initial measurement 

Items of property, plánt and equipment are initially measured at cost at the acquísition dáte. 

The cost of an item of property, planí and equipment ts the purchase price and other costs attribuíable to bríng the 
asset to the location and condition necessary for it to be capable of operating in the manner intended by the 
municipality. Trade discounts and rebates are deducíed ín arriving at the cost. The cost also íncludes the necessary 
costs of dfsmantlinq and removíno the asset and restorinq the site on which it is located. 

Where an asset is acquired by the municipality for no or nominal consideration (i. e. a non-exchange transaction), the 
cost is deemed to be equal to the fair value of that asset on the dáte acquired. 

Where an item of property, plánt and equipment is acquired in exchange for a non-monetary asset or monetary 
assets, or a combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value 
(the cost). If the acquired item's fair value was not determinable, iťs deemed cost is the carrying amount of the 
asset(s) qiven up. 

Subsequent expenditure 

Where the entity repiaces parts of an asset, it derecognises the part of the asset being repiaced and capitaiises the 
new component. 

Subsequent expenditure incfuding major spare parts and servicing equipment qualify as property, plánt and equipment 
if the recogniíion criteria are met. 

Subsequent measurement 

Subsequent to initial recogniíion, items of property, plánt and equipment are measured at cost less accumulated 
depreciation and ímpairment losses. Land is not depreciaíed as it is deemed to háve an indefinite useful life. 

Depreciation 

Depreciation is calculated on the depreciable amount, using the straight-fíne method over the estimated useful lives of 
the assets. The depreciabie amount is determined aftertaking into account an assets' residual value, where 
applicable. Components of assets that are significant in refation to the whote asset and that háve dífferent useful lives 
are depreciated separately. The annual depreciation rates are based on the following estimated average asset lives: 

Details 

Infrastructure 

Roads and Paving 
Electricity 


Years 

20 years 
20-30 years 
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Depreciation 


Details 

Years 

Community 

Buildings 

30 years 

Halls 

30 years 

Libraries 

30 years 

Heritage assets 

Paintings and artifacts 

0 years 

Finance fease assets 

Machinery and equipment 

5 years 

Motor vehicles 

5 years 

Other 

Land 

Indefinite 

Buildings 

30 years 

Spectalised vehicles 

5 years 

Other vehicles 

5 years 

Office equipment 

1-5 years 

Furniture and fittings 

1 "5 years 

Computer equipment 

3 years 

Plánt and equipment 

5 years 

Landfill sites 

0 years 


The residual value, the usefuí lífe of an asset and the depreciation method is revlewed annualíy and any changes are 
recognised as a change ín accounting estimate in the Statement of Financial Performance. 

Impairment 

Referío accounting policy number 
Derecognition 

[tems of property, plánt and equipment are derecognised when the asset is disposed of or when there are no further 
economic benefits or Service potential expected from the use of the asset. 

The gain or loss arising on the disposal or reíiremení of an item of property, plánt and equipment is determined as the 
difference between the sales proceeds and the carrying value and is recognised in the Statement of Financial 
Performance. 

1.3 Hehtage assets 

Initial recognition 

Heritage assets are assets that háve a culturaí, environmental, historical, natural, scientific, technological or artistic 
significance and are held indefinitely for the benefit of present and future generations. 

A hehtage asset shail be recognised as an asset if, and oniy if: 

(a) it is probabfe that future economic benefits or Service potential associated with the asset wili ffow to the entity, 
and 

(b) the cost or fair value of the asset can be measured reliably. 

Iníťtal measurement 

An asset that has met the recognition requirement criteria for heritage assets shail be measured at its cost if súch an 
asset has been acquired through an exchange transaction. 

Where a heritage asset has been acquired through a non-exchange transaction, its cost shafi be measured at its fair 
value as at the dáte of acquisition. 
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Subsequent measurement 

Heritage asseís are not depreciated based on their náture howeveríhe municipaíity assesses at each reporting dáte 
whether there is a need for impairnient.. 

The class of heritage assets are carríed at íts cost íess any accumutated Impairment losses. 

fmpairment 

Referto accounting policy number 1.19 

Derecognftion 

The carrying amount of a heritage asset is derecognísed: 

(a) on disposal, or 

(b) when no fuíure economíc benefits or Service potential are expecíed from its use or disposal. 

The gain or ioss arising from the derecognitíon of a heritage asset shall be determined as the difference between the 
net disposal proceeds, if any, and the carrying amount of the heritage asset. Súch difference is recognised in surplus 
or deficit when the heritage asset is derecognísed. 

1.4 Intangible assets 
Initia) recognition 

An intangible asset is an identifiabie non-monetary asset without physical substance. Examples include Computer 
Software, iicences, and development costs. The municipality recognises an intangible asset in its Statement of 
Fínanciaf Posítion oniy when ií is probable that the expected future economic benefits or Service potential that are 
atíributable to the asset will flow to the municipality and the cost or fair vaiue of the asset can be measured reliabiy. 

fnternafly generated intangible assets are subjecí to stríct recognition críteria before they are capiiiised. Research 
expenditure is never capitalised, while development expenditure is only capitalised to the extent that; 

• the municipality intends to complete the intangible asset for use or sále; 

• it is technically feasible to complete the intangible asset; 

• the municipality has the resources to complete the project; and 

• it is probable that the municipality will receive future economic benefits or Service potential; 
the municipalitv has the abilitv to measure reliablv the expenditure durina development. 

Intangible assets are initially recognised at cost. 

Where an intangible asset is acquired by the municipality for no or nomínal consideratíon (i.e. a non^exchange 
transaciion), the cost is deemed to be equa! to the fair vaiue of that asset on the dáte acquired. 

Where an intangible asset is acquired in exchange for a non-monetary asset or monetary assets, or a combination of 
monetary and non-monetary assets, the asset acquired is initially measured at fair vaiue (the cost). If the acquired 
item's fair vaiue was not determinable, iťs deemed cost is the carrying amount of the asset(s) gíven up. 

Subsequent measurement 

Intangible assets are subsequently carried at cost less accumulated amoritisation and impairments. The cost of an 
intangible asset is amortised over the useful life where that useful life is finiíe. Where the useful life is indefinite, the 
asset is not amortised but is subject to an annual impairment test. 

Folíowing initial recognition of the development expenditure as an asset, the cost model ís applied requiring the asset 
to be carried at cost fess any accumulated amortisation and accumulated impairment losses. Amortisation of the 
asset begins when development is complete and the asset is avaiiable for use. It is amortised over the periód of 
expected future benefit. Amortisation is recorded in Statement of Financial Performance in the expense category 
consistent with the functíon of the intangible asset. During the periód of development, the asset is tested for 
impairment annually. 

Amortisation 

Amortisation is charged so as to write off the cost or valuatíon of intangible assets over their estimated useful lives 
using the straight line method. The annual amortisation rates are based on the folíowing estimated average asset 
lives: 
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Computer Software 3 years 

The amoríisation periód and the amortlsation method for an íntangibie asset with a finite useful life are reviewed at 
each reporting dáte and any changes are recognísed as a change in acounting estimate in the Statement of Financial 
Performance. 

Impairment 

Refer to accounting policy number 1.19 

Derecognítion 

Intangible assets are derecognised when the asset is disposed of or when there are no further economíc benefiís or 
Service potential expected from the use of the asset. The gain or loss arisíng on the disposal or retirement of an 
intangible asset is determined as the difference between the sales proceeds and the carrying value and is recognised 
in the Statement of Financial Performance. 

1.5 Investment property 
Initial recognition 

Investment property includes property (land or a building, or part of a building, or both land or buildings held under a 
fľnance lease) held to earn rentals and/orfor Capital appreciation, ratherthan held to meeí Service delivery objectives, 
the production or supply of goods or ser/ices, or the saíe of an asset in the ordinary course of operations. 

Investment Property ís initially recognised when future economic benefits or service potential are probabíe and the 
cost or fair value can be determined reliably. 

At initial recognition, the municipality measures investment property at cost including transaction costs once it meets 
the defmition of investment property. However, where an investment property was acquired íhrcugh a non-exchange 
transaction (i. e. where it acquired the investment property for no or a nominaí value), its cost is its fair value as at the 
dáte of acQuisition. 

Transfers are made to or from investment property oniy when there is a change in use. For a transfer from investment 
property to owner occupíed property (property, plánt and equipment), the deemed cost for subsequent accounting is 
the fair value at the dáte of change in use. If owner occupied property becomes an investment property, the entity 
accounts for súch property tn accordance with the policy síated under property, plánt and equipment up to the dáte of 
change in use. 

Subsequent measurement 

Investment property is measured using the fair value model. Under the fair value model, investment property is 
carríed at its fair value at the reporting dáte. The assumptions for determining the fair value of the Investment property 
is set out in note TO of the Financial Statements. 

Derecognítion 

Investment property is derecognised when there is a disposal or no future economic benefits or service potential are 
Alt gains or losses, which resultfrom the derecognition, are recognised in the Statement of Financiaí Performance. 

1 .6 Non-current assets held for saíe 
Recognition 

Non-current assets and disposal groups are cfassified as held for sále if their carrying amount wiľl be recovered 
through a sále transaction ratherthan through continuing use. This condition is regarded as met only when the sále is 
highly probable and the asset (or disposal group) is available for immediate sále in its present condition. Management 
mušt be committed to the sále, which should be expected to qualífy for recognition as a completed sále within one 
year from the dáte of classification. 
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1.6 Non-current assets held for sále 
Recognitíon 

Non-current assets and disposa! groups are classified as hetd for saie if their carrymg amount wtíl be recovered 
through a sále transaction raíher than through continuíng use. This condition is regarded as met only when the safe is 
highly probable and the asset (or disposal group) is availabte for Immediaíe sále in its present condition. Management 
mušt be committed to the sále, which should be expected to qualify for recognitíon as a completed safe withln one 
year from the dáte of classification. 

Measurement 

Non-currení assets held for sále (or disposal group) are measured at the lower of carrying amount and fair value less 
costs to sell. 

A non-current asset is not depreciated (or amortised) whife it is classified as held for sále, or while it is part of a 
disposal group classified as held for sále. 

interest and other expenses attributable to the liabiíities of a disposal group classified as held for sále are recognised 
in surpius or deficft. 

Derecognition 

Non-current assets and disposal groupies held for sále are derecognised úpon disposal of the item or where no 
further economic benefits or Service poíential is expected to flow from the asset or disposal group. Gains / loss that 
result from the derecognition of non-current assets or disposal groups held for saie are recognised in surpius / deficit 
in the periód of the derecognition. 

1.7 ínventories 

ínitial recognitíon and measurement 

Inventories comprise current assets held for, consumption or disthbution duríng the ordinary course of business. 
inventories are initlally recognised at cost. Cost generally refers to the purchase phce, plus taxes, transport costs and 
any other costs in bringing the inventories to their current íocation and condition. 

Where inventory is acquired by the municipality for no or nominal consideration (i. e. a non-exchange transaction), the 
cost is deemed to be equaí to the fair value of the item on the dáte acquired. 

Subsequent measurement 

Inventories, consisting of consumable Stores, raw matehals, work-ín-progress and finished goods, are valued at the 
lower of cost and net realisable value uniess they are to be distríbuted at no or nominal chargé, in which čase they are 
measured at the lower of cost and current replacement cost. Redundant and sfow-moving inventories are identified 
and written down in this way. Differences ahsing on the valuation of inventory are recognised in the Statement of 
Financial Performance in the year in which they arose. The amount of any reversal of any write-down of inventories 
arising from an increase in net realisable value or current replacement cost is recognised as a reduction in the amount 
of inventories recognised as an expense in the periód in which the reversal occurs. 

The basis of cfetermining cost is the [firsNn, first-out (FtFO) method 

Derecognition 

The carrying amount of inventories is recognised as an expense in the periód that the inventory was sold, disíributecf, 
written off or consumed, uniess that cost qualifies for capitalisation to the cost of another asset. 

1.8 Financial instruments 
ínitial recognitíon 

The entity recognises a financial asset or a financial liabiiity in its Statement of Financial Position when, and only 
when, the entity becomes a party to the contractual provisions of the inštrument. This is achieved through the 
applicaíion of trade dáte accounting. 

Úpon initial recognitíon the entity classifies financial instruments or their component parts as a financial liabiíities, 

Inítial measurement 

When a financial inštrument is recognised, the entity measures it initialfy at its fair value plus, in the čase of a financial 
asset or a financial liabiiity not subsequently measured at fair value, transaction costs that are directiy attributable to 
the acquisition or issue of the financial asset or financial íiabifity. 
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Subsequent measurement 

Subsequent to initial recognition, financiaí assets and financlal liabilities are measured at fair value, amortised cost or 
cost. 

All frnancial assets and financia! iiabiliííes are measured after iníttal recognition using the follov/íng categories: 

Investment aí amortised costs 

fnvestments, which include [fisted government bonds, uniisted municipal bonds, fixed deposits and short-term 
deposits invested in registered commercial banks] are categorísed as financial instruments at amortised cost and are 
subsequently measured at amortised cost. 

Where investments háve been impaired, the carrying value is adjusted by the impairment loss, which is recognised as 
an expense ín the periód that the impairment is identified. 

On disposal of an investment, the difference between the net disposal proceeds and the carrying amount is charged 
or credited to the Statement of Financial Performance. 

Investment at fair value 

Investments, which represent investments in residua! ínterest for which fair value can be measured reliably, are 
subsequently measured at fair value. 

Gains and losses in the fair value of súch investments are recognised in the Statement of Financial Performance. 

investment at cost 

Investments at cost, which represent investments ín resídual interest for which there is no quoted market price and for 
which fair value cannot be measured reliably, are subsequently measured at cost. 

Trade and other receivables 

Trade and other receivabíes are initiaily recognised at fair value plus transaction costs that are directly attributable to 
the acquisition and subsequently stated at amortised cost, less provision for impairment. All trade and other 
receivables are assessed at least annualíy for possible impairment. Impairments of trade and other receivables are 
determined in accordance with the accounting policy for impairments. Impairment adjustmenís are made through the 
use of an allowance account. 

Bad debts are writíen off in the year in which they are identified as irrecoverable. Amounts recetvable within 12 
months from the reporting dáte are classified as current. Interest is charged on overdue accounts. 

Trade payables and borrowings 

Trade payables are initiaily measured at fair value plus transaction costs that are directly attributable to the acquisition 
and are subsequently measured at amortised cost using the effective interest rate method. 

Cash and cash equivalents 

Cash includes cash on hand (including petty cash) and cash with banks (íncluding calí deposits). Cash equivalents are 
short-term highly liquid investments, readily convertible into known amounts of cash, that are he!d with registered 
banking institutions with maturities of three months or less and are subject to an insignificant risk of change in value. 
For the purposes of the cash flow statement, cash and cash equivalents compnse cash on hand, deposits held on ca!i 
with banks, net of bank overdrafts. The municipality categoríses cash and cash equivalents as financial assets; loans 
and receivables. 

Bank overdrafts are recorded based on the facility utilísed. Finance charges on bank overdraft are expensed as 
incurred. Amounts owing in respect of bank overdrafts are categorísed as financial liabilities: other financial liabiltles 
carried at amortised cost. 

1.9 Unauthonsed expenditure 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is noí in terms of the conditions 
of an allocation received from another sphere of government, municipality or organ of state and expenditure in the 
form of a grant that is not permitted in terms of the Municipal Finance Management Act (Act No.56 of 2003). 
Unauthorised expenditure is accounted for as an expense in the Statement of Financial Performance and where 
recovered, i! ís subsequently accounted for as revenue in the Statement of Financial Performance. 
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1.10 Irregular expenditure 

Irregular expenditure is expenditure that is contrary to the Municipai Finance Management Act (Act No.56 of 2003), 
the Municipai Systems Act (Act No.32 of 2000), the Public Office Bearers Act (Act No. 20 of 1998) or is in 
contravention of the Municipality’s supply Chain management poiicy. Irregular expenditure excludes unauthorised 
expenditure. Irregular expenditure is accounted for as expenditure in the Statement of Financial Performance and 
where recovered, it is subsequentiy accounted for as revenue in íhe Statement of Financial Performance. 

1.11 FruiUess and wasteful expenditure 

Fruitíess and wasteful expenditure is expenditure that was made in vain and would háve been avoided had reasonable 
čare been exercised. Fruitíess and wasteful expenditure is accounted for as expenditure in the Statement of Financial 
Performance and where recovered, it is subsequentiy accounted for as revenue in the Statement of Financial 
Performance. 

1.12 Provísions 

Provisíons are recognised when the municipality has a present or constructive obligation as a result of pást events, it 
is probabíe that an outflow of resources embodying economic benefits will be required ío settie the obligation and a 
reliable estimate of the provision can be made. 

Provisions are reviewed at reportíng dáte and adjusted to reflect the current best estimate. Where the effect is 
materiál, non-current provisions are discounted to their present vaíue using a pre-tax díscount rate that reflects the 
markeťs current assessment of the time value of money, adjusted for risks specific to the liability (for example in the 
čase of obligations for the rehabilitation of land). 

The municipality does noí recognise a contingent liabiíity or conťrngent asset. A contingent liability is disciosed uniess 
the possibility of an outflow of resources embodying economic benefits is remote. A contingent asset is disciosed 
where an infiow of economic benefrts is probable. 

Future events that may affect the amount required to settie an obligation are reflected in the amount of a provision 
where there is sufficíent objective evidence that they will occur. Gains from the expected disposal of assets are not 
taken into account in measuring a provision. Provisions are not recognised for future operating losses. The present 
obligation under an onerous contract is recognised and measured as a provision. 

A provision for restructuring costs is recognised oníy when the following criteria over and above the recognition críteha 
of a provision háve been met: 

(a) The municipality has a detaited formal plaň for the restructuring identifying at least: 

- the business or part of a business concerned; 

- the principál iocations affected; 

‘ the location, function, and approximate number of employees who will be compensated for terminating ; 

- the expenditures that wil! be undertaken; and 
-when the plaň will be implemented; and 

(b) The municipality has raised a valid expectation in those affected that it will carry out the restructuring by starting 
to impíement that plaň or announcing its maín features to those affected by it. 

1.13 Budget ínformation 

The annual budget figures háve been presented in accordance with the GRÁP reportíng framework. A separáte 
statement of comparíson of budget and actuat amounts, which forms part of the annual financial statements has been 
prepared.The comparíson of budget and actual amount will be presented on the samé accounting basis, samé 
classification basis and for the samé entity and periód as for the approved budget. The budget of the municipality ís 
taken for a stakeholder consuítative process and úpon approvalthe approved budget Is made publicly avaiíable 

Matéria! differences in terms of the basis, timing or entity háve been disciosed in the notes to the annual financial 
statements. 

The most recent approved budget by Council is the final budget for the purpose of comparíson with the actual 
amounts. 
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1.14 Leases 

Operating lease - Municipalíty as lessee 
Recognition 

Leases are ciassifted as finance leases where subsíantially all the risks and rewards associated with ownership of an 
asset are transferred to the entity through the lease agreement, Assets subject to finance leases are recognised in the 
Statement of Financial Position at the inception of the lease, as is the corresponding finance lease liability. 

Assets subject to operating leases, i. e. those leases where substantially all of the risks and rewards of ownership are 
not transferred to the lessee through the lease, are not recognised in the Statement of Financial Position. The 
operating lease expense is recognised over the course of the lease arrangement. 

The determination of whether an arrangement is, or contains, a lease is based on the substance of the arrangement at 
inception dáte; namely whether fulfilment of the arrangement is dependent on the use of a specific asset or assets or 
the arrangement conveys a right to use the asset. 

Measurement 

Assets subject to a finance lease, as recognised in the Statement of Financial Position, are measured (at initial 
recognition) at the lower of the fair value of the assets and the present value of the future minimum lease payments. 
Subsequent to initial recognition these capitalised assets are depreciated over the contract term. 

The finance lease liability recognised at initial recognition is measured at the present value of the future minimum 
lease payments. Subsequent to initial recognition this liability is carried at amortised cost, with the lease payments 
being set off against the capital and accrued interest. The ailocation of the lease payments between the capitai and 
interest portion of the liability is effected through the application of the effective interest method. 

The finance charges resulting from the finance lease are expensed, through the Statement of Financial Performance, 
as they accrue. The finance cost accrual is determined using the effective interest method. 

The lease expense recognised for operating leases is charged to the Statement of Financial Performance on a 
straight-line basis over the term of the relevant lease. To the extent that the straight-lined lease payments differ from 
the actual lease payments the difference is recognised in the Statement of Financial Position as either lease 
payments in advance (operating lease asset) or lease payments payable (operating lease liability) as the čase may 
be. This resulting asset and / or liability ts measured as the undiscounted difference between the straight-line lease 
Davments and the contractuaf lease Davments. 

Derecognítion 

The finance lease liabilities are derecognised when the entity’s obiigation to settle the liability is extinguished. The 
assets capitalised under the finance lease are derecognised when the entity no longer expects any economic benefits 
or Service potentiaí to fiow from the asset. 

The operating lease liability is derecognised when the entity’s obiigation to settle the liability is extinguished. The 
operating lease asset ís derecognised when the entity no longer anticipates economic benefits to flow from the asset. 

Operating lease - Municipalíty as lessor 
Recognition 

For those leases that meet the tíefinitíon of a finance lease, where the entity is the lessor, the entity derecognises the 
asset subject to the lease at the inception of the lease. Aíong with the derecognítion of the asset the entity recognises 
a finance lease receivable. Finance lease income ís allocated to between the finance lease receivable and finance 
income using the effective interest rate method and the resufting fínance income is recognised in the Statement of 
Financial Performance as it accrues. 

For those leases classified as operating leases the asset subject to the lease is not derecognised and no lease 
receivable is recognised at the inception of the fease. Lease payments received under an operating fease are 
recognised as income, in the Statement of Financial Performance, in the periód that the income accrues. 

The determination of whether an arrangement is, or contains, a lease rs based on the substance of the arrangement at 
inception dáte; namely, whether fulfilment of the arrangement ís dependent on the use of a specific asset or assets or 
the arrangement conveys a right to use the asset. 
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IVfeasurement 

Finance lease receivabies are recognised at an amount equaí to íhe entity’s net ínvestment in the lease. This neí 
investment in the fease is calculated as the sum of the minimum future lease payments and unguaranteed residuaí 
value discounted over the lease term at the rate implicit in the lease. 

Renta! Income from operating leases is recognised on a straight-!ine basis over the term of the relevaní lease. The 
difference between the straíghMined lease payments and the contractual lease payments are recognised as either an 
operating lease asset or operating lease liabiíity. An operating lease líabílíty ís raised to the extent that lease payments 
are received in advance (i.e. the straight-line lease payments are more than the contractual lease payments). The 
operating lease asset and / or operating lease liabiíity are measured as the undiscounted difference between the 
síraight-line lease receipts and the contractual lease receipts. 

Derecognitfon 

Finance lease receivabies are derecognised when the entity’s hght to the underlying cash flows expíre or when the 
entity no longer expects economic benefits to flow from the finance lease receivable. 

Operating lease iiabilitíes are derecognised when the entity’s obligatíon to províde economic benefits or service 
potential underthe lease agreement expires. Operating lease assets are derecognised when the entity’s hght to the 
underlying cash flows expire or the entity no longer expects economic benefits to flow from the operating lease asset. 

1.15 Revenue 

Revenue from exchange transactíons 

Revenue from exchange transactions refers to revenue that accrues to the entity directly in return for Services 
rendered or goods sold, the value of which approximates the consideration received or receivable, excluding indirect 
taxes, rebates and discounts. 

Recognítion 

Revenue from exchange transactions is oniy recognised once alí of the following chteria háve been satisfied: 

a) The entity retaíns neither continuing managerial involvement to the degree usualiy associated with ownership 
nor effective control over the goods sold; 

b) The amount of revenue can be measured relíably; and 

c) lí is probable that the economic benefits or service potential associated with the transaction will flow to the entity 
and the costs íncurred or to be incurred in respect of the transaction can be measured reliably. 

Measurement 

Revenue from exchange transactions is measured at the fair value of the consideration received or receivable taking 
into account the amount of any trade discounts and voíume rebates allowed by the entity, 

Service charges relatíng to electricíty are based on consumption. Meters are read on a monthly basis and are 
recognised as revenue when invoiced. Provisional estimates of consumption are made monthly when meter readings 
háve not been performed. The provisional estimates of consumption are recognised as revenue when invoiced. 
Adjustments to provisional estimates of consumption are made in the invoicing periód in which meters háve been 
read. These adiustments are recognised as revenue in the invoicing periód. 

Service charges reíating to refuse removal are recognised on a monthly basis in arrears by applying the approved 
tarlff to each properíy that has improvements. Tariffs are determinetí per category of property usage, and are levied 
monthly based on the recorded number of refuse containers per property. 

interest revenue is recognised on a tíme proportion basis. 

Revenue from the renta! of facilities and equipment is recognised on a straighWíne basis over the term of the lease 
agreement. 

Revenue arising from the application of the approved tariff of charges is recognised when the relevant service is 
rendered by applying the relevant gazetted tariff. This includes the issuing of licences and permits. 

Revenue from the sále of goods is recognised when substantially all the risks and rewards in those goods is passed to 
the consumer. 
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Measurement 

Revenue arising out of situations where the municipality acís as an agent on behali of another entity (the principál) is 
limited to the amount of any fee or commissfon payable to the municipality as compensation for executing the agreed 
Services. The income is recognised in terms of the agency agreement. 

Expenditure from exchange transacíions 

Expenditure arising from exchange-transactíons is similar to the policy for exchange revenue. 

Revenue from non-exchange transactíons 
Recognitíon 

Revenue from non-exchange transaction aríses when the entity eíther receives value from another entity without 
dlrectly giving approximately equai vaíue in exchange or gives value to another entity without directiy receiving 
approximately equal value in exchange. 

Revenue from non-exchange Iransactions is generaíly recognised to the extent that the refated receipt or receivable 
qualifies for recognition as an asset and there is no íiability to repay the amount. 

Grants, transfers and donaíions received or receivable are recognised when the resources that háve been transferred 
meeí the criteria for recognition as an asset and there is not a corresponding liability in respect of related conditions. 

Measurement 

An asset that is recognised as a result of a non-exchange transaction is recognised at its fair value at the dáte of the 
transfer. Consequenííy, revenue arising from a non-exchange transaction is measured at the fair value of the asset 
received, less the amount of any liabiíities that are also recognised due to conditions that mušt still be satisfied. 

Where there are conditions attached to a grant, transfer or donaíion that gave ríše to a liability aí initial recognition, 
that liability ís transferred to revenue as and when the conditions attached to the grant are met. 

Grants without any conditions attached are recognised as revenue ín ful! when the asset is recognised, at an amount 
equalfing the fair value of the asset received. 

Interes! earned on the investment is treated in accordance with grant conditions. If it is payable to the funder it is 
recorded as part of the credítor. ff it is due to the Municipality, it is recognised as interes! earned in the Síaiements of 
Financial Performance. 

Fines are recognised as revenue when the receivable meets the definition of an asset and satisfies the criteria for 
recognition as an asset. 

The municipality makes use of estimates to determine the amount of revenue that it is eníitled to collect. Where 
settiement discounts or reductions in the amount payable are offered, the municipality considers pas history ín 
assessing the líkelihood of íhese discounts or reductions being taken up by debtors. 

Revenue from the recovery of unauthorised, irregufar,fruitless and wasteful expenditure is based on legislaíed 
procedures, including those set out in the Municipaf Finance Management Act (Act No. 56 of 2003) and is recognised 
when the recovery thereof from the responsible councíllors or officials is virtually certain. 

Expenditure from non-exchange transactíons 

Expenditure arising from non-exchange transactíons is similar to poíicy for non-exchange revenue. 

1.16 Borrowing costs 

Borrowing costs that are directly attributable to the acquisition, constructíon or production of qualifying assets are 
capitalised to the cost of that asset uniess it is inappropriate to do so. The municipality ceases the capitalisation of 
borrowing costs when substantíally all the activities to prepare the asset for its intended use or sále are complete. It is 
considered inappropriate to capitalise borrowing costs where the link between the funds borrowed and the Capital 
asset acquired cannot be adequately established. Borrowing costs incurred otherthan on qualifying assets are 
recognised as an expense in surplus or deficit when incurred. 
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1.17 Long Service awartís 

Provision for iong Service awards represents the present value of the esíimated fuíure cash outflows to be made by 
the Municípality resuiting from employee Services provided up to Statement of Financial Posiíion dáte. The provfisionb 
comprises amounts that the Municípality has a present obligatíon to pay resuiting from employees Services provided 
up to Statement of Financial Position dáte. 

1.18 Retirement benefits 
Short-term employee benefits 

Short term employee benefits encompasses all those benefíts that become payabíe in the short term, i. e. withín a 
financial year or within 12 months after the financiaf year. Therefore, short term employee benefíts include 
remuneration, compensated absences and bonuses. 

Short term employee benefíts are recognised in the Statement of Financial Performance as Services are rendered, 
except for non-accumulating benefits, which are recognised when the specific event occurs. These short term 
employee benefíts are measured at their undíscounted costs in the periód the employee renders the related service or 
the specific event occurs. 

1.19 Sígnificant judgements 

[n preparíng the annuaí financial statements, management is required to make estimates and assumptions that 
affect the amounts represented in the annual financial statements and related disciosures. Use of available 
information and the appfication of judgement is inherent in the formaíion of estimates. Actual results in the future 
could differ from these estimates which may be matéria! to the annual financial statements. Sígnificant judgements 
include; 

Posí-retirement benefíts 

The entity provides post-empíoyment benefíts for its officiaís. These benefits are provided as defined contribuíion 
plans. The entity identifies as defined coníribution plans any post-empfoyment plaň in terms of which it has no 
obíigation to make further contributions to the plaň over and above the moníhly contributions payable on behalf of 
employees (for example in the event of a funding shortfall). Any other plans are considered to be defined benefit 
plans. 

The present value of the post retirement obíigation depends on a number of factors that are determined on an 
actuahal basis using a number of assumptions. The assumptions used in determining the net cost (income) include 
the discount rate. Any cbanges in these assunmptions wiil impact on the carrying amount of post retirement 
obligations. 

The municípality determines the appropriaíe discount rate at the end of each year using the actuarial valuatíon. This 
is the interest rate that should be used to determine the present value of estimated future cash outflows expected to 
be required to settie the medical obligations. In determining the approphate discount rate, the Municípality considers 
the interest rates that are best approximated by reference to market yieids at the reporting dáte on government bonds 
that are denominated in the currency in which the benefits wilI be paid, and that háve terms to maturity approximating 
the terms of the related medical liaíblity. 

Retirement funds 

The municípality contributes towards retirement benefits of its employees to the under-mentioned pension funds: 

- Natal Joint Munícipal Pension Fund 

- Government Employees Pension Fund 

- Munícipal Gratuity Fund 

- SALA Pension Fund 

Counctilors do not contribute to any pension fund. 

Contributions made towards the fund are recognised as an expense in the Statement of Financial Performance ín the 
periód that súch contributions become payable. This contribution expense is measured at the undíscounted amount of 
the contribution paid or payable to the fund. A iiabiiity is recognised to the extent that any of the contributions háve not 
yet been paid. Conversely an asset is recognised to the extent that any contributions háve been paid in advance. 
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Post employment medical čare benefits 

The municipality provideds post-retirment medical čare benefits by subsidising the medícaí aíd contributions to retired 
employees and their legitimate spouses, The entitlement ío post-reíirement medical benefits is based on employees 
remaining in Service up to reíirement age and the compieíion of a minimum Service periód, the expected cost^ of 
tbese benefits is accrued over the periód of employment. Post employment medical čare benefits are accounted for in 
accordance with the transitional arrangements in directive 3 issued by the ASB. 


Provision for impairment of trade receivables 

The provision for impairment is measured as the difference between the carrying amount of the assets and the 
present value of estimated future cash cash flow based on pást recovery trends discounted at the effective interest 
rate co m p ute d at initíal recognitíon. 

Impairment of non-fínancial assets 
Recognitíon 

The entity assesses at each reporting dáte whether there is an indícation that an asset may be impaired. Where the 
carrying amount of an asset exceeds its recoverable amount (or recoverable Service amount in the čase of non-cash- 
generatlng assets), the asset is considered impaired and is written down to its recoverable amount (or recoverable 
Service amount. 

Measurement 

An asset s recoverabíe amount (or recoverable Service amount) is the higher of an asseťs or cash-generating uniťs 
fair value fess costs to sell and its va!ue-in-use. This recoverable amount (or recoverable Service amount) is 
determined for individual assets, unless those individual assets are part of a larger cash generating unit, in which čase 
the recoverable amount (or recoverabíe Service amount) is determined for the whole cash generating unit. 

An asset is part of a cash generating unit where that asset does not generate cash inflows thaí are largely 
independent of those from other assets or group of assets. 

In determining the recoverable amount (or recoverable Service amount) of an asset the entity evaluates the assets to 
determine whether the assets are cash generating assets or non-cash generating assets. 

For cash generating assets the value is use is determined as a function of the discounted future cash fíows from the 
asset. In assessing value-ín-use for cash-generating assets, the estimated future cash flows are discounted to their 
present value using a discount rate that reflects current market assessmenís of the time value of money and the risks 
specífic to the asset. In determining fair value less costs to sell, other fair value indicators are used. 

Where the asset is a non-cash generating asset the recoverable amount is determined as the higher of the value in 
use and fair value íess cost to sell. 

Impairment losses of continuing operations are recognised in the Statement of Financial Performance in those 
expense categohes consistent with the function of the impaired asset. 

Reversai of impairment 

A previously recognised impairment ioss is reversed only if there has been a change in the assumptions used to 
determine the asseťs recoverable amount since the tast impairment loss was recognised. The reversai is limited so 
that the carrying amount of the asset does not exceed its recoverable amount, nor exceed the carryiríg amount that 
would háve been determined, net of depreciation, had no impairment loss been recognised for the asset in prior years. 
Súch reversai is recognised in the Statement of Financial Performance uniess the asset is carried at a revalued 
amount, in which čase the reversai ís treated as a revaluatíon increase. 

Impairment of non-financia! assets 

Property, plánt and equipment 

Where the carrying amount of an item of property, plánt and equipment is greater than the estimated recoverable 
amount (or recoverable Service amount), it is written down immediately to its recoverable amount (or recoverable 
Service amount) and an impairment loss is charged to the Statement of Financial Performance. 

Where ítems of property, plánt and equipment háve been impaired, the carrying value is adjusted by the impairment 
loss, which is recognised as an expense in the Statement of Financial Performance in the periód that the impairment 
is identified. 

An impairment is reversed onfy to the extení that the asseťs carrying amount does not exceed the carrying amount 
that wouid háve been determined had no Impairment been recognised. A reversai of the impairment is recognised in 
the Statement of Financial Performance. 
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Intangible assets 

The entity tests intangible assets wíth finite usefuí íives for ímpairmení where there is an indication that an asset may 
be impaired. An assessment of wheíher there is an indication of possible impairmenl is performed at each reporting 
dáte. Where the carrying amount of an ítem of an intangible asset is greateríhan the estimaíed recoverabie amouní 
(or recoverabie Service amouní), it is whtten down immediaíely to its recoverabie amount (or recoverabie Service 
amount) and an impairment loss is charged to the Staíement of Financial Performance. 

Irrespective of whether there is any indication of impairment, the municipality also tests intangible assets with an 
indefinite useful lífe or intangible assets not yet avaílable for use for impairment annuaíly by comparing its carrying 
amount with its recoverabie amount. Thís impairment test is performed during the annual periód and at the samé time 
every periód. 

ínvestment property held at cost 

The entity tests for impairment where there is an indication that an asset may be impaired. An assessment of whether 
there is an indication of possible impairment is done at each reporting daíe. Where the carrying amount of an 
Investment Property is greaterthan the estimated recoverabie amount, it is whtten down ímmediatefy to its 
recoverabie amount and an impairment loss is charged to the Statement of Financial Performance. 

Hehtage assets 

Where the carrying amount of an ítem of hehtage asset is greater than the estimated recoverabie amount (or 
recoverabie servíce amount), it is whtten down immediately to its recoverabie amount (or recoverabie Service amount) 
and an impairment loss is charged to the Statement of Financial Performance. 

Where items of hehtage asset háve been impaired, the carrying value is adjusted by the impairment loss, which í$ 
recognised as an expense in the Statement of Financial Performance in the periód that the impairment is identified. 

An impairment is reversed only to the extent that the asseťs carrying amount does not exceed the carrying amount 
that would háve been determined had no impairment been recognised. A reversal of the impairment is recognised in 
the Statement of Financial Performance. 

Provisions 

Provisions are recognised when: 

- the municipality has a present obligation as resuít of a pást event; 

it is probable that an outfíow of resources embodying economic benefits or Service potential will be required to 
settie the obligation; and 

-* a reíiable estimate can be made of the obligation 

The amount of a provision is the best estimate of the obligation of the expenditure expected to be requirecf to settie the 
present obligation at the reporting dáte. 

The discount rate is a pre-tax rate that reflecís current market assessments of the time value of money and the risks 
specific to the liabiíity. 

Where some of aíl the expenditure required to settie a provision is expected to be reimbursed by another party, the 
reimbuTsement is recognised when, and only when, it is virtually certain that reimbursement will be received if the 
municipality seítles the obligation. The reimbursement is treated as as separáte asset. The amount recognised for 
the reimbursement does not exceed the amouní of the provision. 

Provisions are revíewed at each reporting dáte and adjusted to reflect the current best estimate. Provisions are 
reversed if ií is no longer probable that an outflow of resources embodying economic benefits or Service potential will 
be required, to settie the obligation. 

Where discounting is used, the carrying amount of a provision increases in each periód to reflect the passage of time. 
This increase is recognised as an iníerest expense. 

A provision is used only for expenditure for which the provision was originally recognised. Provisions are not 
recognised for fuíure operating deficits. If an entity has a contract that is onerous, the present obligation (net of 
recoveries) under the contract is recognised and measured as a provision. 
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Provisíons 

A construcíive obligation to resíructure ahses only when an entity: 

• has a detailed formal plaň for the resíructuring, identŕfying at leasr: 

- the activíty/operaííng unit or part of an activity/operating unit concemed; 

- the principál locations affected; 

the iocation, functíon and approximate number of employees who will be compensated for Services being 
terminated; 

“ the expenditures that wiif be undertaken; and 

• has raised a valfd expectation in those affected that it will carry out the resíructuring by síarííng to 
implement that plaň or announcing its main features to those affected by it. 

A resíructuring provision includes only the direct expenditure arising from the resíructuring, whích are those that are 
both: 

• necessariíy entaifed by the restructuríng; and 

• not associated wiíh the ongoing activities of the municipality. 

No bligation arises as a consequence of the sále or transfer of an operation untif the municipality is conmmitíed to the 
sále or transfer, that is, there ís a binding agreement. 

Contingent líabŕlities 

A contingent liaibility is a possible obligation that arises from pást events and whose existence wií) be confirmed only 
by the occurrence or non-occurrence of one or more uncertain future events not wholly wiíhin the control of the 
municipality or a present obligation that arises from pást events buí is not recognised because it is not probable that 
an outflow of resources embodying economic benefits wilí be required to setíle the obligation of the amount or the 
amount of the obligation cannot be measured wíth sufficient reliability. 

Contingent fiabilities are noí recognised. 

Contingent assets 

A contingent asset ís a possible asset that arises from pást events and whose existence wilf be confirmed only by the 
occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the municipality. 

Contingent assets are not recognised. 

1 .20 Budget information 

The approved budget is prepared on an accruaí basis and presented by functional cíassifícation linked to performance 
outcome obiectives. The aooroved budoet covers the fiscal Deriod from 1 Julv 2014 to 30 June 2015. 

The financiaí statements and the budget are on the samé basis of accounting therefore a comparison with the 
budgeted amounts for the reporting periód háve been included in the Statement of Comparison of budget and acíual 
amounts. 

1.21 Related parfies 

The municipality operates in an economic sector currently dominated by entitíes direcííy or indirectiy owned by the 
South Afričan Government. As as consequence of the constitutiona! independence of the three spheres of 
government in South Africa, onfy entitíes within íhe local sphere of government are considered to be related parties. 

Management are those persons responsible for píanning, dírecting and controlling the activities of the municipality, 
includmg those charged with the governance of the municipality in accordance with legislation, in instances where’ 
they are required to perform súch functions. 

Glose members of the family of a person are considered to be those family members who may be expected to 
influence, or be influencetí by, that management ín their dealíngs with the municipality. 

Only transactíons with related parties not at arm's length or not ín the ordinary course of business are disciosed. 
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1.22 Commitmenís 

The munícipality may enter into a contract on or before the reporting dáte for expenditure over subsequent accounting 
periods, e.g. A contract for consíruction of intrastructure assets. In these events, the municipafíly has a commitment 
to future íransacíions thal wiil normally result in the outffow of cash. 

Commitments are not recognised in the Statement of Financŕai Position as a íiabiííty, buí are disclosed in the annual 
financial statements provided: 

• they are non-cancellable or onfy cancefíabfe at significant cost; and 

• they relale to something otheríhan the routine, steady, state business of the municípaíity. 

1.23 Landfíli restoration 

The munícipality has an obllgaíion to rehabiíitate the landfill site at the end of the usage periód of 6 years. It is 
expected that the cost to rehabiíitate the landfill site will amount to R15 míllíon at the end of 6 years. The landfill site 
rehabilitation provision is created for the rehabilitation of the current operational site at the future estimated time of 
closure. The vaíue of the provision is based on the expected future cost to rehabiíitate the site discounted back to the 
reporting dáte at the cost of Capital, which ís 5.6%. The cost of súch properíy includes the initiai estimate of the costs 
of rehabilitating the land and restoring the site on which it is located, the obíígation for which a municipality incurs as a 
consequence of having used the property during a particular periód for landfill purposes. The municipality estimates 
the useful life and makes assumptíons as to the useful life of the assets, which influence the provision for future costs. 

The following assumptions were used to calculate the provision: 

• Inflation rate of 5.6% 

• Discount rate íf 5,6% 

• Totaí area expected to be rehabiliíated: 3 ha 

1.24 Value added tax 

The municipality accounts for Value Added Tax on the payment basis. 

1.25 Taxation 

The uPhongolo Locaí Municipality ís exempted from tax in terms of Section 10(1)cB(i)(ff) of the Income Tax Act 

1 .26 Events after reporting dáte 

Recognised amounts in the financial statements are adjusted to reflect events arising after the reporting dáte that 
provided evidence of condítions that existed at the reporting dáte. Events after the reporting dáte that are indicative of 
conditions that a rose after the reporting dáte are dealt wíth by way of a note to the annual financial statements. 
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ioventories 


2016 2015 

R R 


Opening balance 
Additions 
Issued (expensed) 
Write-ciown 

Consumable Stores 


The Municípality does not carry any inventories. Consumables comprising stationery, cleaning materials, etc are written off to the statement of 
financial performance on acquisŕtion. 


3 Cash and cash equívalents 

Cash and cash equivalenls consist of the followmg: 
Cash on hand 
Cash at bank 
Call deposíts 

Ctosing balance cash and cash equivalenls 

The Municípality has the foiiowíng bank accounts: - 


2,544 3,571 

941,174 3,395,062 

8,830,481 9,738,482 

9J74,199 13,137,115 


Current Account fPrimarv Bank Accounti 

First National Bank Limited - uPhongolo Branch: Account No. 62027530858 

Cash book balance at end of year 

Bank statement balance at end of year ~ 

Call Accounts 


941,174 


941,174 


941,174 


3,395,062 


3,395,062 


2,182,189 


First National Bank Limited - uPhongolo Branch: Account No. 62230436405 
First National Bank Limited > uPhongolo Branch: Account No. 62375357186 
First National Bank Limited - uPhongolo Branch: Account No. 62375342377 
First National Bank Limited - uPhongolo Branch: Account No. 62377992104 
First National Bank Limited - uPhongolo Branch: Account No. 62380902017 
First National Bank Limited - uPhongolo Branch: Account No. 62389553085 
First National Bank Limited - uPhongolo Branch: Account No. 62389564024 
First National Bank Limited - uPhongoío Branch: Account No. 62389585286 
First National Bank Limited - uPhongolo Branch: Account No. 62389586507 
First National Bank Limited - uPhongolo Branch: Account No. 62404561377 
First National Bank Limited - uPhongolo Branch: Account No. 62404287345 
First National Bank Limited - uPhongolo Branch: Account No. 62417482289 
First National Bank Limited - uPhongolo Branch: Account No. 62417484235 
First National Bank Limited * uPhongolo Branch: Account No. 62417486190 
First National Bank Limited - uPhongolo Branch: Account No. 62305239718 
First National Bank Limited - uPhongolo Branch: Account No. 74275780911 
First National Bank Limited - uPhongolo Branch: Account No. 62596797559 
First National Bank Limited - uPhongolo Branch: Account No. 62253771896 
First National Bank Limited - uPhongolo Branch: Account No. 62230436405 
Standard Bank Limited - Vryheid Branch: Account No. 068686234-002 


3,934 

15,048 

6,553 

19,675 

297,130 

939,336 

1,715,108 

299,940 

13,845 

19,354 

1,233 

1,615 

15,609 

329,929 

25,872 

5,040,268 

19,567 

66,465 


11,204 
12,145 
16,236 
10,949 
10,458 
1 ,629,609 
1,251,422 
389,893 
246,577 
4,500,446 
1,168 
1,530 
14,788 
508,732 
17,526 

12,729 

20,903 

1,082,167 


Cash book balance at end of year 

8,830.481 

9.738.482 

Cash and Cash Equivalents 

bank statement balance at beginning of year 

9.738.482 

8.403.058 


bank statement balance at end of year 

8.830.481 

9.738.482 

Cash on hand 

Cash balances 

2.544 

3.571 


Totar cash and cash equivalents 

9.774.199 

13.137.115 

Call investments amounting to R8 816 636 (2015: 
with conditional grants a$ set out in Note 16. 

R9 463 431) háve been hng-fenced for the purposes of defraying Capital expenditure financed 
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—-NorucutrentReceivables 

2016 

R 

2015 

R 

KZN Department of Human Settfement (Housing Scheme) 

3,262,978 

3,262,978 

Raceivables in respect of properties sold 

240,638 

292,952 


3,503,616 

3,555,930 

Less: Provision for impairment 

(3,503,616) 

(3,555,930) 

Total 

- 

- 


The Municipality bridge-financed the Ncotshane Housing Project in 2006 with an amount of R3,262 million after the KZN Departnnent of Human 
Settlement had withhetd funding due to expenditure not commensurate with the work executed. Attempts are being made to recover the debt, 
however, it has been considered prudent to provide for non-recovery. 

Properties were sold to certain residents of Ncotshane Township prior to 1994, however. according to the Deeds Office the properties are not 
regístered in the names of the buyers. 


Trade and other receivables for exchange transactions 

Trade receivables 
as at 30 June 2016 

Service debtors 

Eíectricíty 

Refuse 

Gross Balances 

R 

7,530,289 

60,158,507 

Provision for 
Doubtful Debts 

R 

(1,406,727) 

(57,234,131) 

Net Balance 

R 

6,123,562 

2,924,376 

Total 

67,688,796 

i, (58,640,858) 

9,047,938 

Other receivables 

1,387,889 

(845,218) 

542,671 

Other receivables 

1,307,889 

(845,218) 

542,671 


Total Trade and other receivables 

69,076,685 

(59,486,076) 

9,590,609 

Trade receivables 




as at 30 June 2015 




Service debtors 




Etectricity 

6,388,672 

(2,186,640) 

4,202,032 

Refuse 

50,763,539 

(47,432,653) 

3,330,886 

Total 

57,152,211 

(49,619,293) 

7,532,918 

Other trade receivabíes 

1,427,371 

(902,457) 

524,914 

Other receivables 

1,427,371 

(902,457) 

524,914 


Totaf Trade and other receivables 

58,579,582 (50,521,750) 

8,057,832 

Electricitv: Aqeinq 



Current (0 - 30 days) 

4,109,504 

1,335,855 

31 - 60 Days 

1,332,214 

1,161,792 

61 * 90 Days 

605,501 

628,373 

91-120 Days 

122,563 

329,756 

121 -365 Days 

469,970 

2,116,950 

+ 365 Days 

890,537 

815,946 

Total 

7,530,289 

6,388,672 

Refuse: Aaeinq 



Current (0 - 30 days) 

845,817 

675.119 

31 - 60 Days 

720,302 

706,165 

61 - 90 Days 

630,460 

629,425 

91-120 Days 

615,331 

579,231 

121 -365 Days 

6,034,782 

3,833,441 

+ 365 Days 

52,311,816 

44,340,168 

Total 

60,158,508 

50,763,539 

Rentaf: Aqeinq 



Current (0 - 30 days) 

56,046 

43,524 

31-60 Days 

23,836 

26,159 

61-90 Days 

23,437 

24,417 

91-120 Days 

21,470 

23,817 

121 -365 Days 

212,155 

226,326 

+ 365 Days 

655,657 

579,594 

Total 

992,601 

923,837 
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2016 2015 

R R 


OtHe'rr'Aqeínq 


Current (0 - 30 days) 

31 - 60 Days 

61-90 Days 

91-120 Days 

121 - 365 Days 
+ 365 Days 


23,077 

9,001 

1,408,120 

764 

640 

172,976 

5,023 

3,134 

763 

512 

169,217 

6,453 

Total 


1,614,578 

185,102 

Summarv of Debtors bv Customer Cíassification 

Consumers 

Industrial / 
Commercíal 

National and 
Provincia! 
Government 


R 

R 

R 

as at 30 June 2016 

Current (0 - 30 days) 

1,992,942 

2,883,293 

873,491 

31 - 60 Days 

1,277,945 

1,360,930 

500,779 

61 - 90 Days 

1,235,638 

1,598,892 

586,188 

91-120 Days 

972,457 

142,387 

304,896 

121 -365 Days 

6,945,401 

878,147 

1,955,813 

+ 365 Days 

75,115,776 

3,130,063 

6,567,859 

Sub-total 

87,540,159 

9,993,712 

10,789,026 

Less; Provision for doubtfu! debts 

(54,657,187) 

(1,521,290) 

-> 

Total debtors by customer classification 

32,882,972 

8,472,422 

10,789,026 

as at 30 June 2015 

Current (0 - 30 days) 

1,788,631 

999,478 

1,302,072 

31 - 60 Days 

1,197,089 

1,235,481 

1,118,519 

61 - 90 Days 

1,238,104 

602,625 

1,083,724 

91 - 120 Days 

1,140,261 

329,832 

1,120,854 

121 -365 Days 

28,202,394 

2,458,652 

7,557,286 

+ 365 Days 

41,074,998 

1,900,687 

10,026,249 

Sub-total 

74,641,477 

7,526,755 

22,208,704 

Less: Provision for doubtful debts 

(40,975,956) 

(1,900,687) 

(7,546,065) 

Total debtors by customer classification 

33,665,521 

5,626,068 

14,662,639 



Other 

Total 


R 

R 

as at 30 June 2016 

Current (0 - 30 days) 

621,565 

6,371,291 

31 - 60 Days 

378,158 

3,517,812 

61 - 90 Days 

337,859 

3,758,577 

91 - 120 Days 

316,574 

1,736,314 

121 -365 Days 

2,036,169 

11,815,530 

+ 365 Days 

11,570,699 

96,384,397 

Sub-total 

15,261,024 

123,583,921 

Less: Provision for doubtful debts 

(3,307,599) 

(59,486,076) 

Total debtors by customer classification 

11,963,425 

64,097,845 


as at 30 June 2015 



Current (0 - 30 days) 

48,547 

4,138,728 

31 - 60 Days 

29,293 

3,580,382 

61 - 90 Days 

25,180 

2,949,633 

91 - 120 Days 

24,329 

2,615,276 

121 -365 Days 

395,543 

38,613,875 

+ 365 Days 

586,047 

53,587,981 

Sub-total 

1,108,939 

105,485,875 

Less: Provision for doubtfu! debts 

(99,042) 

(50,521,750) 

Total debtors by customer classification 

1,009,897 

54,964,125 
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2016 2015 

R R 


Reconciliation of the doubtful debt provision 


Baiance at beginning of the year 


50,521,750 

43,260,316 

Change in esíimate 


- 

(2,495,240) 

Contributions to provision 


8,964,326 

9,756,674 

Baiance at end of year 


59,486,076 

50,521,750 

Trade and other receivables impaired 




As of 30 June 2015, trade and other receivabľes of R59 486 076 (2015: R50 521 750 were impaired and provided for. The amount of the provision 

was R59 486 076 (2015: R50 521 750) 




The fair value of trade and other receivables approximates theír carrying amounts. 




The creation and retease of provision for impaired receivabtes háve been induded in operating expenses in surpíus or deficit. 

For the year under 

review no amounts were wriíten off as uncotlecťsble. The amounts are generafly writíen off when there is no reasonable expectaíion of recovery. 

Trade and other receivables for non-exchange transactions 

Trade receivabtes * Property Rates 


53,943,995 

46,906,293 

Outstanding deposit 


307,305 

230,956 

Traffic fines 


255,936 

716,224 

Total 


54,507,236 

47,853,473 



Provision for 


Trade receivables - Propertv Rates 

Gross Balances 

Doubtful Debts 

Net Baiance 


R 

R 

R 

as at 30 June 2016 




Property Rates 

53,943,995 


53,943,995 


53,943,995 

- 

53,943,995 



Provision for 



Gross Balances 

Doubtful Debts 

Net Baiance 


R 

R 

R 

as at 30 June 2015 




Property Rates 

46,900,293 

- 

46,906,293 


46,906,293 

- 

46,906,293 

Propertv Rates: Aqeinq 

Current (0 - 30 days) 


2,371,923 

3,470,676 

31 - 60 Days 


1,419,699 

1,653,849 

61 - 90 Days 


1,091,060 

1,413,085 

91 - 12D Days 


976,186 

1,141,871 

121 - 365 Days 


6,076,675 

6,750,134 

+ 365 Days 


42,008,451 

32,476,678 

Total 


53,943,994 

46,906,293 

Property rates are not considered in the computation of debt impairment since they are collectable in terms of the Property Rates Act and the 

relevant property serves as security for non-payment 




Prepayments 

Prepaid subschptions - SALGA 


588,780 

500,000 

Deposit for computers purchased 


34,344 

- 

Microsoft licences 


398,134 

- 

Fuel deposit 


12,800 

5,261 

Other 


4,800 

- 



1,038,858 

505,262 


SALGA subschptions relating to following financial year, were paid in the current year. 
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uPhongolo Local Municipality 

Notes lo the Annuaí Financial Síatements 
for the year ended 30 June 2016 


9 Intangíbie assets 


Reconcíliation of carryŕng value 


as at 1 Jiily 2015 

Cost 

Accumulated amortisation and impairment losses 

Addittons 

Amortisation 


as at 30 June 2016 

Cost 

Accumulated amortisation and impairment losses 


Reconcíliation of carrying vaíue 


as at 1 July 2014 
Cost 

Accumulated amortisation and impairment losses 

Amortisation 

as at 30 June 2015 
Cost as previously reported 

Accumulated amortisation and (mpairment losses as previously reported 


10 Investment property carried at fair value 


Reconciíiation of carrying value 


Carryŕng vaíue at 30 June 2015 

Cost/Revaluation 
Change ir> fair value 

Accumulated depreciation and impairment losses 

Carrying value of disposals 

Cost/Revaluation 

Accumulated depreciation and impairment losses 

Carrying value at 30 June 2016 

CosťRevaluaťfon 
Change in fair value 

Accumulated depreciation and impairment losses 


Computer 


Software 

Other 

Total 

R 

R 

R 

54,178 


54,178 

277,783 

- 

277,783 

(223,605) 

- 

(223,605) 

347,584 

- 

347,584 

(52,255) 

- 

(52,255) 


349,507 

* 

349,507 

625,367 

- 

625,367 

(275,860) 

* 

(275,860) 

Computer 



Software 

Other 

Total 

R 

R 

R 

81,220 

_ 

81,220 

277,733 


277,783 

(196,563) 


(196,563) 

(27,042) 


(27,042) 

54,178 

. 

54,178 

277,783 

- 

277,783 

(223,605) 

- 

(223,605) 


2016 

Restated 

2015 

R 

R 

58,795,000 

58.795,000 

58,795,000 

55,395,000 

3,400,000 



' 

- 

65,950,000 

58,795,000 

58,795,000 

7,155,000 

58,795,000 

- 

- 


Investment property comprises a number of vacanl iand and commercial properties Ihat are leased to third parties. Each of these leases contain 
a n optíon of renewaí by lessee. No contingent rent is charged. 
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2015 2014 

R R 

Change in accouníing poOcy 

As a result of GRÁP 16, the municipality has changed iís accouníing policy for 
determining the value of the investmení property. Previously the municipality 
measured the investment propety using the cost model. The investment 
property is now measured using íhe fair value model. The municipafity has 
applied the new fair value measurement guidance reírospectively. The change in 
accounting policy had a significant impact on the measurement of the 
municipaliíy’s investment property. The effect of the change is as foilows: 

Change in fair value 3,400,000 1 4, 1 02,000 

I he fair value of investment property was determined by externai, fndepencíent 
property valuers having appropriate recognised professionaí quafifications and 
experience in the location and category of the property being vaiued. The 
independent valuers provlde the fair value of investment property annually. 

Method of valuation 

Three meíhods of valuation were used in the assessment of fair value; 

- Market Approach - This approach also referred to as the Comparison Approach was applied in the valuation of vacant erven; agricultural 
property and residential dwellings. This method uses prices and other relevant tnformaťion generated by market transactions involving identical or 
comparabie properties. 

- Cost Approach - This method has been applied in the vafuaíion of speciaíized, non-market property. This approach applies the basíc economic 
principle that a buyer will pay no more for an asset than the cost to obtain an asset of equal utiíity, whether by purchase or by constructíon. 

- Income Approach - This approach also referred to as the investment Approach has been applied in the valuation of business premises on Erf 
214 Ncotshane A. It has afso been used with the Market Approach in the valuation of Portion 5 of the Farm Simdlangetsha No. 16956. 
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11 Heritage assets 


uPhongolo Local Municipality 

Notes to the Annua! Financial Síatemenís 
as at 30 June 2016 



Historical 

Paintings and 



Reconcifiatíon of carrying va!ue 

Butldings 

Aríefacts 

Other 

Totai 


R 

R 

R 

R 

as at 1 Ju{y2D15 

. 

70,945 


70,945 

Cost/Revaluation 

- 

70,945 

- 

70,945 

Accumulated impairment losses 

* 

- 

- 

- 

Acquísitions 

- 

* 

- 

- 

Carrying value of disposais 





Cost/Revaluatfon 

- 

- 

. 


AccumuEated impairment íosses 

- 

* 

. 

- 

Impairment loss/Reversal of impairment loss 





Transfers 

- 


_ 

. 

Under Construction 

- 

- 

* 

* 

Oíher movemenís 

- 

- 

- 


as at 30 June 2016 


70,945 

* 

_ 

Cosl/Revaiuaíion 

* 

70,945 


- 

Accumulated impairment losses 

- ; 

- 

- 

- 


Historical 

Paintings and 



Reconcilíatíon of carrying vaíue 

Buildings 

Artefacts 

Other 

Tota) 


R 

R 

R 

R 

as at 1 July 2015 


77,560 


77,560 

Cost/RevaEuaíion 

77,560 

- 

- 

- , 

Correction of error (note 40) 

(77,560) 

77,560 

- 

77,560 

Accumulated impairment losses 

- 

- 

- 

- 

Acquisitions 

- 

- 

- 

- 

Carrying value of disposais 

. 

, 

. 


Cost/Revafualion 

- 

- 

. 

- 

Accumulated impairment losses 

- 

- 

- 

- 

impairment loss/Reversal of impairment loss 

. 

(6,615) 


(6,615) 

Transfers 

- 

- 

- 

- 

Under Construction 

- 

- 

- 


Other movements 

- 

- 

- 

- 

as at 30 June 2016 


70,945 


70,945 

Cost/Revaluation 

- 

70,945 


70,945 

Accumulated impairment losses 

- 

- 

- 

- 
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Note 

2016 

R 

2015 

R 

: Trade and other payables from exchange transactions 



Trade creditors 

P ay meníš received in advance 

Retentions 

Staff leave accruaí 

Payroli deductions 

Accrued bonus 

Deposits * other 

Workmens compensation assurance 

15,306,371 

530,984 

8,558,020 

5,370,188 

5,326,338 

1,552,546 

645,459 

22,247,498 

449,856 

4,770,993 

3,861,019 

1,651,612 

1,079,634 

595,001 

1,595,901 

Total 

37,839,906 

36,251,514 

The fair value of trade and other payables approximates their carrying amounts. 

Consumer deposits 

Electricity 

1,724,477 

400,255 

Total consumer deposits 

1,724,477 

400,255 

No interest is paid on deposits and no guarantees are held in lieu of electricity deposits. 



Vat Refundable 



VAT refundable 

14,262,449 

8,070,322 

Total VAT refundable 

14,262,449 

8,070,322 

VAT is payabie on the receípts basis. VAT is paid over to SARS onľy once paymení is received from debtors. 



Provisions 



Current provisions 



Current portion of bonus provision 

Provision for VAT and PAYE íiability 

356,680 

4,818,607 

301,639 

8,941,547 

Total 

5.175,287 

9,243.186 

The provision is to provide for performance bonuses of the secťron 56 employees. Performance bonuses are paid 
assessment of eligible employees had not taken piace at the reporting dáte and no present obligation exist. 

one year in arrear as the 

Sars issued a notice of assessment in respect of the underpayment of VAT and Paye for the periód 2008 to 2012 based on the results of ŕts audit 
ftnding. The amount of the alleged liability was R6 297 860. The municipalíty appealed against the finding. Duríng the current year, Sars conceded 
that the additional VAT assessment was wrong and and was reversed. The objection against the additionaf PAYE assessment is still pending. 

Non*current provisions 



Provision for rehabilitation of landfiU sites 

Provision for long-service awards 

4,213,865 

735,074 

3,764,860 

578,651 

Total Nôn-Current Provisions 

4,948,939 

4,343,511 


Long Service benefits 

Employees who achieve 20 years Service are either granted 20 days paid leave {once off) or encashment of leave depending on their preference. 

Empľoyees who achieve 30 years Service are either granted 30 days paid leave (once off) or encashment of leave depending on their preference. 

Employees who achieve 35 years Service are either granted 50 days paid leave (once off) or encashnnent of leave depending on their preference. 

The abovementioned leave is granted in addition to the annuaí leave entitlement and maximum accumulation granted in terms of the National 

Conditions Service, and may be taken, converted to cash in ful) or partially or accumulated. The abovementioned leave is oniy applicable to those 
employees who achieve the stated years of Service after the effective dáte of these conditions. 

The provision is an estimate of the long service award based on the monthľy salaries rate at 30 June 2016 (2015: 30 June 2015). It has been 
assumed that the staff turnover rate will be insígnificant based on historical data. The provision has not been discounted based on the fact that the 
interest cost would be insígnificant and the fair presentation of the provision would not be materialíy affected. 
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Note 2016 2015 

R R 

Landfiil site 

The provísion for rehabilítation of [andfill site relates to the legal obligaíion to rehabilitate landfil! sites used for waste disposai at the future estimated 
time of dosure. The value of the provision is based on the expected future costs to rehabilitate the site discounted back to the reporting dáte at the 
annua! inflation rate, which was currently 5.6%. The municipality has an obligaíion to rehabilitate the landfiil site. The cost of súch property indudes 
the initial estimaíe of the costs of rehabilitating the land and resíoring the site on which it is locaíed, the obligation for which the municipality incurs as 
a resuit of having used the property duhng a particular periód for landfiil purposes. 

Rehabifitation costs were calculated based on the foHowing assumptions: 

- an annual inftation rate of 6. 6Vo 

- discount rate of 5. 6% 

-the landfil t site compňses 5 hectares> The area expected to be rehabilitated: 3 hactares 

- the estimated dosure dáte of the fandfitt site is 2033/34. 

The movement in the non-current provision is reconciled as follows; - 


Provision for rehabililalion of landfiil sites: 


Balance at the begínntng of year 

3,764,860 

3,519,310 

Contríbutions to provision 

- 

245,550 

Balance at the end of year 

3,764,860 

3,764,860 

Provision for long-service awards: 



Balance at the beginning of year 

578,651 

439,079 

Conthbutions to provision 

156,423 

139,572 

Balance at the end of year 

735,074 

578,651 


Total non-current provísions 

4,499,934 

4,343,511 

Unspent conditional grants and receipts 



16.1 Expanded Public Works Programme Grant (EPWP) 

- 


16.2 Financial Management Grant (FMG) 

* 

- 

16.3 Municipal Systems Improvement Grant (MSIG) 

- 

- 

16.4 Municipal Infrastrusture Grant (MIG) 

2,471,329 

4,744,290 

16.5 Integrated national electrifrcation programme Grant (INEP) 

- 

- 

16.6 Mass Electriftcatlon Programme 

4,927,890 

- 

16.7 S mail Town Improvement Grant 

428,222 

536,989 

1 6.8 Imbube Cuítural Village Grant 

2,633,038|/^ 

1,063,879 

16.9 Sub-rank Facitity Grant 

463,792 

1,598,427 

16.10 Flea Market Grant 

211,611 

703,760 

16.11 Sports Facility Grant 

- 

165,863 

16.12 Sports Facility Maintenance Grant 

• 


16.13 Provincíalisation of Libraries Grant 

105,123 

- 

16.14 Community Library Services Grant 

- 

- 

16.15 ZDMTourism Grant 

- 


16.16 Thusong Centre Grant 


- 

16.17 Pound Grant 

490,490 

490,490 

16.18 Planning and Development Grant 

47,621 

47,621 

16.19 Administration Capacity Building Grant 

205,686 

205,686 

16.20 Synergistic Parínership Grant 

123,104 

123,104 

1 6.21 Stratégie Support Grant 

93,848 

93,848 

16.22 Integrated ElecthficaUon Reds Grant 

98,000 

98,000 

16.23 Housing Community Gardens Grant 

72,864 

72,864 

16.24 Tourism Candover Grant 

290,862 

290,862 

16.25 Municipal Development Planning and Capacity Building Grant 

100,000 

100,000 

Total Unspent Conditional Grants and Receipts 

12,763,480 

10,335,673 


Thesa amounts are invested in ring-fenced investments until uťtiised. 


Expanded Public Works Programme Grant (EPWP) 

Balance unspent at beginning of year 

Current year receipts 4,449,000 1,837,000 

Conditíons met - transferred to revenue (4,449,000) (1,837,000) 

Conditions stiit to be met - remaín liabilities : 

The Expanded Public Works Programme is a special performance-based íncentive provided to municipafitíes thaí contribute to the employment 
creation efforts of the expanded public works programme through the employment of previousíy unemployed people. The condition o f the grant was 
met and no funds háve been withhetd. 
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Note 2016 

R 

2015 

R 

Financial Management Grant (FMG) 

Balance unspent at begrnníng of year 



Current year receipts 

1,800,000 

1,800,000 

Conditions met - transferred to revenue 

(1,800.000) 

(1.800,000) 

Conditions stilí to be met - remain liabilities 

- 



The purpose of this grant is to promote and support reforms ín financiaí mamgement by buitding capacity to ímplement the Municípa! Finance 
Management Act (MFMA). The conditions of the grant were met and no funds háve been withheid. 


Municípal Infrastrusture Grant (MIG) 


Balance unspent at beginning of year 

4,744,289 

(318,551) 

Current year receipts 

27,852,000 

34,789,000 

Adjustments and transfers 

- 

- 

Conditions met - transferred to revenue 

(30.124,960) 

(29,726,160) 

Conditions stri) to be met - remain liabilities 

2,471,329 

4,744,289 


Thís grant ís used to construct basic municipaf infraslructure to provide basíc Services for the benefit ofpoor househoíds. Other than the unspent 
amount, the conditions of the grant were met and no funds háve been withheid. 


Municípal Systems Improvement Grant (MStG) 


Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

930,000 

(930,000) 

934,000 

(934,000) 

Conditions still to be met - remain liabilities 

- 

- 

This grant was used to buifd in-house capacity to perform municípal functions and stabillse institutional and governance systems. The conditions of 
the grant were met and no funds háve been withheid. 

Integrated national electrification programme Grant (INEP) 

Balance unspent at beginning of year 

(14,549,302) 

(7,016,472) 

Current year receipts 

12,000,000 

12,000,000 

Adjustments and transfers 

14,549,302 

- 

Conditions met - transferred to revenue 

(12,000,000) 

{19,532,830) 

Conditions still to be met* remain liabilities 

- 

(14,549,302) 


The purpose ofthís grant i$ to address the electrification backiog of permanently occupied residentiaí dweltings, the instaílation of bu!k infrastructure 
and rehabiiitation of electricity infrastructure in order to improve quality of sup pty. fn the previous years the councit approved the funding of thís 
programmed partia! f y trom own resources in order to expedite the eradication of electrification backiog. This amount is not recoverabíe from the 
Department of Energy, hence the adjustment processed. 


Massification 



Balance unspent at beginning of year 

- 

- 

Current year receipts 

10,000,000 

- 

Conditions met - transferred to revenue 

(5,072,110) 

- 

Conditions still to be met * remain liabilities 

4,927,890 

- 

The purpose ofthis grant is to address the electrification backiog of permanently occupied residentia! dwellings, the instatlation of bu f k infrastructure 

and rehabiľítation of electricity infrastructure in order to improve quality of supply. 



Small Town Improvement Grant 



Balance unspent at beginning of year 

536,990 

659,139 

Current year receipts 

- 


Conditions met - transferred to revenue 

(108,763) 

(122,149) 

Conditions still to be met * remain liabilities 

428,222 

536,990 


The purpose ofthis grant was fo instatl Street Hghts and high masts in uPhongolo Town. Other than the unspent amount, the conditions of the grant 
were met and no funds háve been withheid. 
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Note 2016 

R 

2015 

R 

Imbube Cultura) Village Grant 



Balance unspent at begtnning of year 

1,063,879 

1,492,527 

Current year receipts 

4,500,000 

5,000,000 

Conditions met - transferred lo revenue 

(2,930,841) 

(5,428,648) 

Conditions stifl to be met - remain liabilíties 

2,633,038 

1,063,879 


This grant is for the coristruction of the Imbube Cultural Viítage to také advantage of the Route 66 as part of investment strategy to boost tourism In 
uPhongolo. Other íhan the unspent amount, the conditlons of the grant were met and no funds háve been withheid. 


Sub-rank Faciíity Grant 


Balance unspent at beginning of year 

1,598,427 

2,297,692 

Adjustments and transfers 

- 

(444,711) 

Current year receipts 

- 

- 

Conditions met - transferred to revenue 

(1,134,635) 

(254,554) 

Conditions stlll to be met * remain liabilíties 

463,792 

1,598,427 


The purpose of the grant is to construct the sub-rank facillty In uPhongolo iown. Other than the unspent amount, the conditions of the grant were met 
and no funds were withheid. 


Fiea Market Grant 


Balance unspent at beginning of year 

703,750 

785,029 

Current year receipts 

- 

- 

Conditions met - transferred to revenue 

(492,139) 

(81,279) 

Conditions still to be met - remain liabilíties 

211,611 

703,750 


Thls grant was u sed for the constructbn of the ffea market. Permlssion was granted by the MEC for Cooperatlve Governance and Traditíonaf Affairs 
to utiiise the unspent funds for the purpose ofacqulhng furniture for the Fiea Market 


Sports Faciíity Grant 


Baiance unspent at beginning of year 

165,863 

30,536 

Current year receipts 

- 

525,000 

Conditions met - transferred to revenue 

(165.863) 

(389,673) 

Conditions still to be met ■ remain liabilíties 

- 

165,863 


The purpose of the grant Is to upgrade the sports facillty at Ncotshane Township. Other than the unspent amount, the conditions of the grant háve 
been met and no funds háve been withheid. 


Sports Faciíity IVlaintenance Grant 


Balance unspent at beginning of year 

- 

75,535 

Current year receipts 

- 

- 

Conditions met * transferred to revenue 

- 

(75,535) 

Conditions still to be met - remain liabilíties 

- 

- 


The purpose of the grant is for the maintenance and upkeep of the sports facillty at Ncotshane Township. The approved altocation ofR150 000 was 
noi received by the Municipality. 


Provincialisation of Libraries Grant 


Balance unspent at beginning of year 

- 

- 

Current year receipts 

973,000 

920,000 

Conditions met - transferred to revenue 

(973,000) 

(920,000) 

Conditions still to be met - remain liabilíties 

- 

- 


The purpose of thls grant is to subsidise operational costs associated with libraries. The condition of the grant was met and no funds were withheid. 

Community Library Services Grant 


Balance unspent at beginning of year 

- 

- 

Current year receipts 

340,000 

126,000 

Conditions met - transferred to revenue 

(234,877) 

(126,000) 

Conditions still to be met - remain liabilíties 

105,123 

- 


Thls grant /$ used to pay the salary of the library Cyber Cade. The condition of the grant was met and no funds were withheid. 
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Note 

2016 

R 

2015 

R 

ZDM Tourism Grant 

Balance urtspent at beginning of year 



Currení year receipís 

. 

50,000 

Condftions met - transferred to revenue 


(50,000) 

Conditions still to be met - remain Iíabilities 


* 

To subsidise costs incurred by the municipality in the promotion of tourism within the municipat area. 



Pound Grant 

Balance unspent at beginning of year 

490,490 

490,490 

Current year receipts 

_ 


Conditions met - transferred to revenue 


_ 

Conditions still to be met - remain líabiíities 

490,490 

490,490 

This grant was provided in order to construct a pound in the uPhongoio Municipal area 

Planning and Development Grant 

Balance unspent at beginning of year 

47,621 

47,621 

Current year receipts 



Condŕtions met - transferred to revenue 

_ 


Conditions still to be met - remain íiabiíitíes 

47,621 

47,621 

The purpose of the grant is to assist the municipality with the implementation of development administration capacity buildíng 


Administration Capacity Building Grant 

Balance unspent at beginning of year 

205,686 

205,686 

Current year receipts 

_ 

_ 

Conditions met - transferred to revenue 

. 


Conditions still to be met - remain liabílítíes 

205,686 

205,686 


The purpose of the grant is to assist the municípatity with the impfementation of devetopment admínístration capacity buifding 


Synergistic Partnership Grant 

Balance unspent at beginning of year 

Current year receipts 

Conditions met - transferred to revenue 

123,104 

123,104 

Conditions still to be met - remain liabilities 

123,104 

123,104 

77í e purpose of the grant is to facíiitate the /nvo/ve/7ienf of the Traditionaí Ĺeaders in the Councii meetings. 



Stratégie Support Grant 

Balance unspent at beginning of year 

93,848 

93,848 

Current year receipts 

. 

_ 

Conditions met - transferred to revenue 

- 


Conditions still to be met - remain liabilities 

93,848 

93,848 

The purpose of the grant is to with the implemention institutionai and governance Systems, 

Integrated Electrification Reds Grant 

Balance unspent at beginning of year 

98,000 

98,000 

Current year receipts 


_ 

Conditions met - transferred to revenue 

- 

_ 

Conditions still to be met - remain liabilities 

98,000 

98,000 

The purpose of the grant is to assist with the planning for the implemention of reds. 



Housíng Community Gardens Grant 

Balance unspent at beginning of year 

72,864 

72,864 

Current year receipts 



Conditions met - transferred to revenue 

- 

. 

Conditions still to be met • remain liabilities 

72,864 

72,864 


The purpose ofthe grant is io assist the community ofuPhongoto with the estabtishment ofgardens 
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Note 2016 

R 

2015 

R 

Tounsrn Candover Grant 

Balance unspent at beginning of year 

290,862 

290,862 

Current year receipts 

- 

- 

Condiítons met - transferred to revenue 

- 

. 

Condiíions still to be met - remain liabílities 

290,862 

290,862 

The purpose of the grant is to promote touňsm in Candover 



Munícipal Development Planning and Capacity Building Grant 

Balance unspent at beginning of year 

100,000 

100,000 

Current year receipts 

- 


Conditions met * transferred to revenue 



Conditions stiU to be met - remain liabílities 

100,000 

100,000 


The purpose of the grant is to assist the mumcipafity with capacity deveíopment 


Changes in levels of government grants 

Based on the afiocations set out in the Division of Revenue Ací, (Act No. 2 of 2014), the level of government grant funcfing is expected to increase by 
R14 021 mtliion over the forthcoming 3 financial years. 

17 Borrowings 


Annuity Loans 

- 

76,719 

Non - current borrowings 

- 

76,719 

Current portion transferred to current liabílities 

243,236 

432,497 

Annuity Loans 

243,236 

76,719 

Other borrowings 

- 

- 

Tôtai borrowings 

243,236 

509,216 


Refer to Appendix A for more detail on borrowings. 


The loan with Absa Bank for the acquisition of additiona! Office buildings bears interest at the average effective borrowing rate which varied between 
8.25% - 10.5% (2015: 8% - 8.25%). The loans wi!i be fulíy redeemed in Juíy 2016. 

Certain land and buildings háve been secured over the loan. Refer to note 8. 


18 Finance lease liability 
2016 

Amounts payable under finance feases 


Minimum lease 
payment 
R 


Future finance 
charges 

R 


Present value 
of minimum 
lease payments 
R 


Within one year 
Within twD to five years 


Less: Amount due for settlement within 12 months (current portion) 


3,947,524 (548,508) 3,399,016 

4,093,131 (347,913) 3,745,218 

8,040,655 (896,421) 7,144,234 

(3,399,017) 

3,745,217 


2015 

Amounts payable under finance leases 


Minimum lease 
payment 
R 


Future finance 
charges 
R 


Present value 
of minimum 
lease payments 
R 


Within one year 
Within two to five years 

Less: Amount due for settlement within 12 months (current portion) 


1,737,567 (214,698) 1,522,869 

1,739,142 (79,496) 1,659,646 

3,476,709 (294,194) 3,182,515 

(1,522,869) 

1,659,646 


The instalment safe agreements with Standard Bank for the purchase of property, plánt and equipemtn bear interest at the average effective 
borrowing rate which varied between 8.36% and 9.75% (2015: 8.35%) per annum. The loans are repayable on a monthly basis and the final is due 
on 30 June 2021. Obligations under finance leases are secured by the lessor's titie to the leased asset with a carrying value of R3 261 292 (2015: R3 
261 292). Refer to note 8. 
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Note 

2016 

R 

2015 

R 

Property rates 




Actual 

Residential 


6 , 468,672 

7 , 230,565 

Commercial 


7 , 423.675 

6 , 413,233 

State 


7,036,513 

7,285,613 

Other 


5,902,369 

5,525,832 

Total property rates 


26,831,229 

26,455,243 

Property rates - penalties ím posed and coííection charges 


- 

- 

Total 


26,831,229 

26,455,243 

Valuations 

Residential 


533,393,000 

576,073,000 

Commercial 


427,270,000 

1,506,397,580 

State 


473,103,000 

91 .997,000 

Municípal 


205,737,000 

112,401,000 

Other 


1,540,446,600 

232,558,000 

Total Property Valuations 


3,179,949,600 

2,519,426,580 


Vafuations on land and buildings are performed every four years. The current generál vatuation was ímplemented on 1 July 2014 instead of 1 July 
2013. The MEC for Cooperative Governance and Traditional Affairs condoned the late impiementation. interim valuations are processed on a 
quarterty basis to také into account changes in individual property vaíues due to aíterations and subdivisíons. 

A generál rate of R0.012 (2015: R0.012) is applied to property valuations to determine assessment rates. Rebates of R60 000 are granted to 
residential and 30% state property owners. Rates are levied on a monthly basis on property owners. 

Rates are levied on a monthly basis for other properties and on an annual basis for government properties with the final dáte of payment being 31 
August 2016 (2D15: 31 August). Interest at 10% per annum (2015: 10%) is levied on outstanding rates. No collectton charges are fevied by the 
munfcipality. 

20 Service charges 


Sále of elecíricity 

32,839,670 

25,443,618 

Refuse removai 

8,583.926 

7,940,281 

Total Service Charges 

41,423,596 

33,383,899 

Rental of faciíities and equipment 



Rental of faciíities 

709,472 

568,933 

Total rentals 

709,472 

568,933 

Interest earned - external investments 



Current Account 

124,279 

289,568 

External investments 

1,490,856 

768,600 

Total interest 

1,615,135 

1,058,168 

Interest earned - outstanding receivabies 



Property rates 

3,081,854 

2,717,005 

Services 

2,664,038 

2,431,827 

Other 

11,121 

11,689 

Total interest 

5,758,672 

5,160,521 

Government grants and subsidíes 



Operating grants 



Equitabte Share 

96,890,000 

76,982,000 

Expanded Public Works Programme Grant (EPWP) 

4,449,000 

1,837,000 

Financial Management Grant (FMG) 

1,800,000 

1,800,000 

Munictpal Systems Improvement Grant (MSI G) 

930,000 

934,000 

Provincialisation of libra rieš Grant 

973,000 

920,000 

Community Library Services Grant 

234,877 

126,000 

Sports Fadlity Maintenance Grant 

- 

75,535 

2DM Tourism Grant 

- 

50,000 

Total operating grants 

105,276,877 

82,724,535 
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Note 

2016 

R 

2015 

R 

Capital grants 

Municipai ínfrastrusture Grant (MíG) 

Integrated National Eiectrification Programme Grant (INEP) 

Massification Electricity Programme 

Smail Town tmprovement Grant 

Fíea Market Grant 

Sub-Rank Facílity Grant 
ímbube Cultural Village Grant 

Sports Facílity Grant 


30,124,961 
12,000,000 
5,072,110 
108,768 
492,139 i/ 
1,134,635.^^ 
2,930,841,/ 
165,863 

29,726,160 

12,000,000 

122,149 

81,279 

699,265 

5,428,648 

389,673 

Total Capital grants 


52,029,317 

48,447,174 


Total Government Grant and Subsidtes 


157,306,194 

131,171,709 

Equitable Share 

Transfers received 


96,890,000 

76,982,000 

Equitable Share 


96,890,000 

76,982,000 


This grant is an uncontíitíonal grant and ts partíally used for the provision of free basic Services to indigent community members. Regístered indigents 
receive a rebate of 100% on assessment rates, 50 kwh of electriciiy (per household) as well as alternatíve source of energy (green gel). 


25 Other Income From Exchange Transactions 
Other income 


NPA fees 

853,719 

951,529 

Transport subsidy 

738,491 

144,360 

Sign boards 

59,214 

59,661 

Burial fees 

104,903 

96,739 

Butiding plans 

42,354 

73.394 

Tender document fees 

183,773 

47,369 

Certificate ciearance and validatíon 

12,621 

17,632 

Dumping fees 

8,514 

11,111 

Electricity connection and reconnection fees 

83,773 

109,476 

Other income 

221,653 

505,998 

Total Other Income 

2,309,015 

2,017,269 

Other income, Public Contributíons And Donations 



Khabokedi Waste Management (Pty) Ltd 

- 

173,265 

Total public contrifoutions and donations 

- 

173,265 

Major Classes 



Computer equipment 

- 

84,369 

Furniture and equipment 

- 

19,836 

Other assets 

- 

69,060 


173,265 


No conditions or restrictions attached. The assets were fully capltalised on 30 June 201 6. 

27 Employee Related Costs 


Emptoyee related costs - Sataries and Wages 

46,706,671 

33,080,298 

Empioyee related costs - Contributíons for U I F, pensíons and medicaf aids 

7.631,032 

5,172,087 

Travel, motor car, accommodaíion, subsistence and other allowances 

3,318,793 

2,162,035 

Housing beneľits and allowances 

484,468 

31,070 

Overtime payments 

2,209,496 

1,339.763 

Performance and other bonuses 

3,268,275 

2,224,996 

Other emptoyee related costs 

1,843,971 

1,226,909 

Workmens compensatton assurance 

387,756 

298,763 

Skills development levy 

566,684 

364,300 


Tptal 66,317,146 45,900,221 

There were no advances to employees. The munícipality does not gfve loans to employees. 
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Note 2016 2015 

R R 


Remuneration of the IVlunicipai Manager 


Annuai Remuneration 

733,944 

287,719 

Performance- and other bonuses 

- 

- 

Travel, motor car, accommodation, subsistence and other aliowances 

- 

73,326 

Contributions to U! F, Medicaí and Pension Funds 

8,888 

- 

Total 

742,832 

361,045 

Appointed 1 OGtober2015. 



Remuneration of the Chief Finance Officer 



Annuat Remuneration 

857,067 

735,455 

Performance- and other bonuses 

- 

- 

Travel, motor car, accommodation, subsistence and other ailowances 

5,722 

131,728 

Contributions to UIF, Medical and Pension Funds 

12,234 

- 

Total 

875,023 

867,183 

Remuneration of Technicaí Services Manager 



Annual Remuneration 

71,278 

507,468 

Performance- and other bonuses 

- 

- 

Travel, motor car, accommodation, subsistence and other ailowances 

- 

194,035 

Contributions to UIF, Medical and Pension Funds 

868 

- 

Total 

72,146 

701,503 

Appointed 1 June 2016. 



Remuneration of Community Services Manager 



Annual Remuneration 

866,914 

651,468 

Performance- and other bonuses 

- 

- 

Travel, motor car, accommodation, subsistence and other ailowances 

19,487 

158,731 

Contributions to UIF, Medical and Pension Funds 

11,860 

1,785 

Tota! 

898,261 

811,984 


Remuneration of Corporate Services Manager 


Annual Remuneration 

67,272 

475,778 

Performance- and other bonuses 

- 

- 

Travel, motor car, accommodation, subsistence and other ailowances 

' 

67,692 

Contributions to UIF, Medical and Pension Funds 

829 

1,338 

Total 

63,101 

544,808 

Appointed 1 June 2016. 



Remuneration of Councillors 



Mayor 

443,351 

419,641 

Deputy Mayor 

359,574 

340,606 

Speaker 

424,239 

599,266 

Executlve Committee Members 

1,018,909 

968,541 

Councillors 

5,439,070 

5,074,291 

Other ailowances 

72,639 

70,719 

Tota! Councillors' Remuneration 

7,757,782 

7,473,064 


Councillors' remuneration comprises: 

Councíllors' remuneration 5,170,826 5,057,811 

Motor vehicle allowance 1,723,610 1,685,937 

Cellphone allowance 660,636 658,597 

Other aflowances 202,710 

Tota! Councillors' Remuneration 7,757,782 7,473,064 


The municipality has 27 part time councillors. 1 Part time councillor is a chairperson of section 79 committee. 

In-kind Benefits 

The Mayor. Deputy Mayor and Executuve Committee Members are not full time. During the year the the Speaker became part time. In 2014/15 he 
was full-time. The Mayor and Speaker are provided with an Office and secretarial support at a cost to the CounciL 

The Mayor has use of the Council owned vehide for officia! duties. The Mayor has 2 and the Speaker 3 contracted bodyguards. 
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Note 2016 

2015 


R 

R 

Contributíon to provisions 



Contribution to Leave Provision 

1,S07,473 

1,060,125 

Contributíon to Landfill Provision 

449,005 

245,550 

Contribution to VAT and PAYE Provision - Sars 

(2,748,627) 

- 

Total contribution to provisions 

(492,149) 

1,305,675 

Depreciation and amortisation 



Property, plánt and equipment 

7,580,199 

7,213,103 

Intanqible assets 

52,255 

27,042 

Total Depreciation and Amortisation 

7,632,454 

7,241,158 

Finance costs 



Borrowings 

404,066 

465,563 

South Afričan Revenue Service 

(1,374,313) 

2,367,617 

Supptiers 

55,343 

62,024 

Total Finance Costs 

(914,904) 

2,895,204 

Bulk purchases 



Electricity 

25,370,106 

21,481,778 

Total Bulk Purchases 

25,370,106 

21,481,778 

Electricity distribution losses 



Disthbuťion losses (units) 

4,855,033 

5,399,683 

Percentage electricity distribution losses 

15.9% 

18.3% 


29 


32 


The municipaltty purchased 30 596 675 units (2015; 29 497 577 units) from Eskom but oniy sold 25 741 592 (2015: 24 097 894 units) to consurners. 
This represents a ioss of 4 855 83 units equaíing R4 025 731 (2015: 5 399 683 units equating R3 932 350) translatíng to a percentage loss oí 15.9% 
(2015: 18.3%). 

33 Contracted Services 

Contracted Services for: 

Security Services 

Financial and ICT systems support 
Va!ue*Added Tax Services 
Refuse removal and landfill site maintenance 
Outsourced electricity Services 


6,264,102 

6,154,220 

3,485,057 

1,390,518 

- 

66,331 

4,678,212 

4,173,797 

546,772 

509,765 

6,490,629 

4,592,991 


34 


Total Contracted Services 

21,464,772 

17,122,622 

Grants and subsidies paid 

Free basic Services to indigents 

Rebates on property rates and Services rendered 

2,450,840 

2,913,255 

Total Grants and Subsidies Paid 

2,450,840 

2,913,255 
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Note 

2016 

2015 


R 

R 


35 General expenses 


Advertising 

304,402 

654,075 

Audit commitlee fees 

236,202 

121,470 

Audit fees 

1,575,335 

1,431,065 

Bank charges 

272,821 

155,570 

Cleantng 

238,960 

282,006 

Consulting and proíessional fees 

752,012 

3,058,896 

Electricity and refuse 

1,272,242 

831,320 

Fuet and oi! 

1,523,285 

1,105,664 

Hire of equipment 

620,700 

1,294,821 

Insurance 

839,440 

723,750 

Job creation - EPWP 

5,849,581 

1,919,522 

Legal expenses 

339,944 

1,047,065 

Licence fees 

113,507 

255,793 

Pošta g e and couríer 

15,934 

9,540 

Printing and stationery 

897,176 

956,137 

Public Paríicipaíŕon 

3,791,508 

3,013,580 

Refreshments 

242,941 

275,709 

Reníat of office equipment 

343,976 

870,230 

Securíty - cash banking 

94,783 

115,448 

Shared Services 

206,675 

- 

Subscribtions and membership fees 

797,898 

538,877 

Telephone and fax 

919,941 

840,336 

Training 

1,389,936 

1,560,180 

Transport 

541,933 

542,959 

Travel and subsistence 

6,263,263 

5,321,847 

Uníforms and overal Is 

547,744 

304,628 

Ward Uplifíment and LED projects 

3,428,958 

3,452,371 

Water and Sanitation 

539,133 

200,551 

Other 

3,339,701 

2,100,288 

Total General Expenses 

37,304,931 

32,983,698 

{Profít)/Loss on sále of assets 



Property, plánt and equipment 

(276,768) 

508,876 

Investment property 

- 

- 

Total Loss on Sále of Assets 

{276,768) 

508,877 

Impairment loss 



Property, plánt and equipment 

43,062 

616,620 

Total Impairment loss 

43,062 

616,620 

Gain on fair value adjustment 



Property, plánt and equipment 

- 

- 

Investment property carried at fair value 

7,155,000 

3,400,000 

Total Profit on Fair Value Adjustment 

7,155,000 

3,400,000 
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Note 

2016 

2015 


R 

R 


Cash generated by operations 



SurplU'S for the year 

Adjustmení íor;- 

61450,366 

50,605,449 

Depreciation and amortisation 

7,632,454 

7,241,158 

Iníerest income 

{7,373,807) 

(6,218,689) 

(Gain)/Loss on sále of assets 

(276,763) 

508,877 

Contribution to provisions - non-currení 

(492,149) 

1,305,675 

Debt impairment 

9,396,786 

7,254,124 

Finance costs 

(914,904) 

2,895,204 

Fair value adjustments 

(7,155,000) 

(3,400,000) 

Impairment los s 

43,062 

616,620 

Non-cash iíems 

2,022,249 

3,718,241 

Operating surplus before workíng capita! changes: 

64,332,289 

64,526,659 

Decrease in inventories 

_ 

227,612 

(Decrease)/[ncrease in exchange receivables 

(1,532,777) 

(4,482,814) 

(Decrease)/lncrease in non-exchange receivables 

(6,653,763) 

(18,706,678) 

(lncrease)/Decrease in prepayments 

{533,596) 

82,420 

Increase in exchange payabtes 

995,440 

14,363,044 

Decrease in consumer deposits 

1,324,222 

(52,252) 

Increase in VAT refundable 

(6,192,127) 

(5,770,760) 

Cash generated by operations 

51,739,688 

50,187,231 

Cash and cash equivalents 

Cash and cash equivalents incfuded in the cash flow statement comphse the following: 

Bank balances and cash 

9,774,199 

13,137,115 

Net cash and cash equivalents 

9,774,199 

13,137,115 

There was no bank overdraft outstanding at the end of the financial year. 

Correction of prior periód errors 

The comparatives for 2014/15 háve been resíated in respect of the foliowing errors; 

Trade and other receivables from exchange transactíons 



in the previous set of financial statements for the year ended 30 June 2015, the figúre indicated under trade and other receivables from exchange 

transactfons, was incorrectly stated. This was corrected and the balance is restated as follows: 



Clostng balance as at 30 June 2015 


10,065,430 

Correction of error: Sen/ice charges reversed 


(2,007,598) 

Restated balance 


8,057,832 

Trade and other receivables from non-exchange transactíons 



in the previous set of financial statements for the year ended 30 June 2015, the figúre indicated under trade and other receivables from non-exchange 

transactíons, was incorrectly stated. This was corrected and the balance is restated as follows: 



Closing balance as at 30 June 2015 


61,126,992 

Correction of error: Rates not charged in the previous year 


1,275,783 

Correction of error: Debt in respect of Integrated Electricity Programme reversed 


(14,549,302) 

Restated bafance 


47,853,473 

VAT refundable 



After the compilation and submission of the annual financial statements for the year ended 30 June 2015, it became apparent that the VAT was 

Closing bafance as at 30 June 2015 


7,816,973 

Correction of error: VAT refundable understated in previous years 


253,349 

Restated balance 


8,070,322 
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Property, plánt and equipment 

In íhe previous set of financiat statements for the year ended 30 June 2015, the figúre indicated under property, píant and equipment, was incorrecíly 
stated. This was corrected and íhe baiance is restated as follovvs; 

The comparatíve amount has been restated as follows: 


Closing batance as at 30 June 2015 254,740,551 

Correction of error: Cost (1,442,415) 

Correction of error: Accumulated depreciatíon ,013) 

Rounding difference ^ 

Restated baiance 253,297,117 


Trade and other payables from exchange transactions 

After the compilation and submissíon of the annuaí financiat statements for the year ended 30 June 2015, it became apparent that the trade and other 
payabíes from exchange transactions was mistated. This was corrected and the baiance is restated as foílows: 


Closing baiance as at 30 June 2015 

35,515,922 

Correction of error: Expenditure underrstated in previous years 

735,592 

Restated baiance 

36,251,514 


Unspent conditional grants and receipts 

After the compilation and submission of the annuai financial statements for the year ended 30 June 2015, it became apparent that the conditional 
grants were mistated. This was corrected and the baiance is restated as follows: 


Closing baiance as at 30 June 2015 

Correction of error: Expenditure underrstated in previous years 

11,098,392 

(762,719) 

Restated baiance 

10,335,673 

Statement of Financial Performance: 


Service charges 

Service charges previousiy reported 

Correction of error: Refuse and electrícity income mistated 

35,391,497 

(2,007,598) 

Effect on financial performance 

33,383,899 

Other income from exchange transactions 

Other income previously reported 

Correction of error: Other income incorrecíly recognised and nowadjusted 

2,028,461 

(11,192) 

Effect on financial performance 

2,017,269 

Property rates 

Property rates previously reported 

Correction of error: Property rates incorrecíly recognised and now adjusted 

25,179,460 

1,275,783 

Effect on financial performance 

26,455,243 

Government grants and subsidies 

Government grants and subsidies previously reported 

Correction of error: Conditional grants incorrectiy recognised and now adjusted 

Revenue recognised ín respect of electrícity graní reversed 

137,941,820 

762,719 

(7,532,830) 

Effect on financial performance 

131,171,709 

Employee related costs 

Emptoyee related costs previously reported 

Correction of error: WCA incorrecíly acoounted and now adjusted 

45,793,766 

106,455 

Effect on financial performance 

45,900,221 

Depreciation and amortisation 

Depreciation and amortisation previously reported 

Correction of error: Depreciation in respect of electrícity i nf rastru cture misstated 

7,240,145 

1,013 

Effect on fmancial performance 

7,241,158 

Repairs and maintenance: 

Repairs and maintenance previously reported 

Correction of error: Repairs and maintenance not accrued in 2014/15 

6,505,568 

390,136 

Effect on financial performance 

6,895,704 
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Note 

2016 

R 

2015 

R 

Contracted Services: 

Coníracted Services prevtously reported 

Correction of error: Coníracted Services not accrued in 2014/15 



16,887,622 

235,000 

Effecí on financial performance 



17,122,622 

General expenses: 

General expenses previously reported 

Correction of error; General expenses not accrued 



32,781,834 

201,864 

Effect on financial performance 



32,983,698 


After all corrections of errors and changes in accounting poiicies are accounted for, the restated accumulated surptus as at 30 June 2015, will be as 
follows: 

Statement of Changes in Net Assets 

Ciosing balance as at 30 June 2015 338,944,795 

Correction of error - (16,444,068) 

Restated balance 30 June 2016 322,500,727 


42 Unauthorised, irregular, fruitless and wasteful Expenditure 

42.1 Unauthorised expenditure 

Reconci liati on of unauthorised expenditure 

Opening balance 31,701,905 

Unauthorised expenditure current year 13,134,953 

Prior year corrections ‘ 

Unauthorised expenditure awaitlng authorisation 44,836,858 31,701,905 

The above unauthorised expenditure within the votes is as a result of year-end accounting transactions not budgeted for. This unauthorised 
expenditure wil! be tabled in a spectal adjustment budget when the annua! report is tabled accordance with section 23(6) of the Budget and Reporting 
Reguiations. Despite the significant overspending on som e of the votes, the totaľ expenditure exceeded the budget by an Insigificant amount. 

42.2 Fruitless and wasteful expenditure 

Reconciíiation of fruitless and wasteful expenditure 
Opening balance - 

Fruitless and wasteful expenditure current year 
Condoned or written off by Councii 

Fruittessand wasteful expenditure awaiting condonement 


296,167 236,050 

58,126 60,117 


354,293 296,167 


14,871,978 

15,895,559 

934,368 


Incident 

Disciplinary steps/criminal proceedtngs 

Payment for refuse drums 

Handed over to lawyers for collection 

Payment for accommodation 

Handed over to lawyers for collection 

Interest on late payments 

None 

42.3 Irregular expenditure 


Reconciíiation of irregular expenditure 



Opening balance 

55,804,889 

37,716,340 

Irregular expenditure current year 

15,688,741 

18,088,549 

Irregular expenditure awaiting condonement 

71,493,630 

55,804,889 


Incident 

Disciplinary steps/crinriinat proceedtngs 

Non-adherence to Suppiy Chain 

None 


The councillors referred the irregular expenditure to M PAC for investigation. It will b e referred to National Treasury for condonement d u ring 2015/16. 

43 Suppiy Chain management regulations - Other Matters 

Paragraph 13(c)(iii) of Government Gazette No. 27636 issued in May 2005 índicates that a suppiy Chain management policy mušt state that a 
municipality may not consider a written quotation or bid untess the provider who submitled a quotation or bid has indicated whether a spouse, child or 
parení of the provider or of a director, manager, shareholder or stakehofder referred to in subparagraph (ii) is in the Service of the state, or has been in 
the Service of the state in the previous twelve months. 
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Note 


2016 

2015 



R 

R 

Paragraph 45(a), (b) and (c) of Government Gazette No. 27636 issued in May 2205 States that the notes to the annual financial statements of a 

municipality or municípal entity mušt disciose particulars of any award of more than R2,000 to a person who ís a spouse, child, parent of a person in 

the Service of the state, or has been in the Service of the state in the previous twelve months. 




Awards to employees from other organs of state 




Isiphephelosethu Trading - KZľ4 Department of Education 


- 

12,256 

Xoliniques Trading cc - Transnet 


* 

28,000 

Amathembela Amahle Family Trading Enterprise 



2,000 

D M Lushaba - South Afričan Post Office 


- 

2,738 

E Tise - National Heritage Council 


- 

11,970 



- 

56,964 

Additionaf disctosures in terms of Munícipal Finance Management Act 




Contributions to organised tocal government (SALGA) 




Opening balance 


500,000 

- 

Council subscriptions 


588,780 

500,000 

Amount patd - current 


(500,000) 


Balance unpaid (inctuded in payables) 


588,780 

500,000 

Audit fees 




Opening balance 


- 

- 

Current year audit fee 


1,575,335 

1,431,065 

Amount paid - current year 


(1,575,335) 

(1,431,065) 

Amount paid - previous years 


- 

- 

Baíance unpaid (included in payables) 


- 


V AT refundabíe 




VAT refundable is shown in note 14. A!1 VAT returns háve been submitted by the due dáte throughout the year. 


The municipality is on the payment basis. 




PAYE and UIF 




Opening balance 


587,340 

457,590 

Current year payroll deductions 


1,033,018 

7,338,998 

Amount paid - current year 


(587,340) 

(7,209,248) 

Balance unoaid íincluded in payables) 


1,033,018 

587,340 

The balance represents PAYE and UIF deducted from the June 2016 payroll. These amounís were paid during July 2016. 


Penston and Medíca! Aid Deductions 




Opening balance 


639,810 

530,428 

Current year payroH deductions and Council Contributions 


319,642 

7,672,785 

Amount paid - current year 


(639,810) 

(7,563,403) 

Balance unDaid íincluded in payables) 


319,642 

639,810 

The balance represents pension and medical aid contributions deducted from employees in the June 2016. 

These amounts were paid during July 

2016. 




Councillor’s arrear consumer accounts 




Total 


Outstanding less 

Outstanding 

The following Counclilors had arrear accounts outstanding for more 


than 90 days 

more than 90 

than 90 days as at; - 



days 

R 


R 

R 

as at 30 dune 2016 




Clír N J Mkhwanazi 

545 

545 

* 

Cllr B Mvefase 

145 

145 

* 

Cllr K E Nxumalo 

412 

412 

- 

Ctlr Z L Nxumaio 

130 

130 


Cllr A Z Thabede 

2,061 

2,061 

- 

Cllr C N Mavundla 

374 

374 

- 

Totaí Councillor Arrear Consumer Accounts 

3,667 

3,667 

- 
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Note 

2016 

2015 



R 

R 

Councíllor’s arrear consumer accounts 





Total 

Outstanding less 

Outstanding 

The following Councillors had arrear accounts outstanding for more 


than 90 days 

more than 90 

than 90 days as at: * 



days 


R 

R 

R 

as at 30 June 2015 




Cllr N J Mkhwanazí 

258 

258 

- 

Cílr K E Nxumalo 

390 

390 

- 

Cllr 2 L Nxumalo 

123 

123 

- 

Cllr A Z Thabede 

2,256 

2,256 

- 

Cllr C N Mavundla 

354 

354 

- 

Total Councillor Arrear Consumer Accounts 

3,381 

3,381 


Capital commitments 




Commítments in respect of Capital expenditure 




Approved and contracted for 


21,418,640 

11,164,833 

Infrastructure 


15,414,035 

6,529,5“35 

Community 


6,004,605 

4,635,298 

Other 


- 

- 

Approved but not yet contracted for 


132,742,000 

142,461,300 

Infrastructure 


119,149,000 

96,171,700 

Community 


30,818,000 

26,085,100 

Other 


32,775,000 

20,204,500 

Total 


204,160,640 

153,626,133 

This expenditure will be financed from: 




Government Grants 


171,385,640 

133,421,633 

Externá! loans 


25,007,000 

13,550,000 

Own resources 


7,768,000 

6,654,500 

Total source of funds 


204,160,640 

153,626,133 


46 Operating leases 

At the reporting dáte the entity has outstanding commítments under operating teases which fall due as foltows: 

Operating leases - tessee 

487,146 459,436 

143,050 586,925 

630,196 1,046,361 


Within one year 

In the second to fŕfth year inclusive 
AŤter five years 

Total 


Operating Leases consists of the following: 

Operating lease payments represent rentats payable by the municipality for certain of its equipment and warehouse. Leases in respect of equipment 
are not renewable whereas the lease in respect of the warehouse is renewed annually. No contingent rent is payabte. 

Operating leases - as lessor 

Minimum tease payments due 

Within one year 

In second to fifth year inclusive 

After five years : ‘ 

Totaf : 

Operating Leases consists of the following: 

Certain of the municipaiity's property is held to generate rental income. Renta! income recognised from major operating leases has not been 
accounted for on the straight-line basis over the lease terms because the lease agreements had expired and in the process of being renewed. There 
are contingent rents receivable. 
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Note 2016 2015 

R R 

47 Traffic fines 

Fines recoverable aí beginning of year 716,224 455,049 

Less: Receipts during the year (231 ,450) (96,028) 

484J74 359,021 

Fines recoverabľe raised during the year 255,936 357,203 

Less: tmpairment (484,774) - 

Fines recoverable at end of year 255,936 716,224 


The recoverablity of traffic fines is uncertain. 16.7% (2015: 15.1% ) of the total outstanding fines are consldered recoverabie, in accordance with a 3 
year trend analysis, and háve been accrued. 

48 Employee benefit Obligation 

The municipality has been unsuccessfuf in obtaining the necessary information to support proper defined benefit pfan accountíng due to restrictions 
ímposed by the multi-employer ptan. It rs therefore deemed impracticable to obtain this information at a suitable íeveí of detail. 

Thus, some of the entitíes defined benefit plans are not treated as defined benefit plans as defined by GRÁP 25, but are rather accounted for as 
defined contribution plans. These are lísted under the defined contríbution plaň heading as a GRÁP 25 Exception. 

This is in ľrne with the exemption in GRÁP 25 which States that where information required for proper defined benefit plaň accounting is not availabte 
ŕn respect of multi-employer and state plans, these should be accounted for as defined contríbution plans. 

Pension benefits 

The Munlcipality's personnei are members of one of the pension funds iisted beiow: 

- KwaZuIu-Natal Joint Municipal Pension Fund 

- Municipal Gratuity Fund 

- Municipal Employees Pension Fund 

- Government Employees Pension Fund 

As the aforementioned funds are multi-employer funds, the alíocation of any surplus/deficit to índividual municipalities cannot be determined. 
Furthermore dísdosure of further details súch as actuaríal assumptions, cannot be attributed to any specific municipality and is of no relevance to 
users of the munidpality’s financial statements. As the required disdosure information cannot be obtained the funds are all treated as defined 
contríbution plans. An independent valuer carries out a statutory valuation of the NJMPF on a tríennial basis and an interim valuation on an annual 
basis. The 2015 actuaria! vaiuations háve not yet been refeased. 

Superannuation Fund 

The interim valuation carried out on the Superannuation Fund as at 31 March 2015 reflected: 

- The memorandum account in respect of pensioners was fully funded. 

- The liabliity in respect of active members was 1 00% funded. 

Retirement and Provídent Fund 

The latest statutory valuation of the Retirement/Provldent Fund (defined contríbution) as at 31 March 2015 revealed that: 

- The memorandum account in respect of pensioners was fully funded. 

The liabitity in respect of active members was 100% funded. 

The folíowing are defined benefit plans: 

Long Service benefits 

Long Service benefits are awarded in the form of a number of leave days awarded once an employee has completed a certain number of years in 
Service. The valuation was performed in line with GRÁP 25 Employee benefits by KPMG Services (Píy) Ltd as at 30 June 2016. 


The fund benefit liability as at 30 June 2016 has been discounted at the rate determined by using the yieíd curve determined by the Bond Exchange 
of South Africa. 


Changes in the present value of the defined benefit obligation are as follows: 

2015 

2016 

2017 

Projected 

Opening balance 

439,079 

578,651 

735,074 

Service cost 

62,439 

77,709 

101,993 

Interest cost 

38,957 

48,491 

67,627 

Actual gains or losses recognised 

53,967 

74,049 

- 

Benefits paid 

(15,791) 

(43,826) 

- 

Total contributions expensed to the Statement of Financial Performance 

578,651 

735,074 

904,694 
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Note 

2016 

R 

2015 

R 

The amounts recognised in the statement of financíai performance 

Service cost 

fnterest 

Acíuariaí (gaÍn)/loss recognised 

62,439 

38,957 

53,967 

77,709 

48,491 

74,049 

101,993 

67,627 

Amount recognised in the statement of financial performance 

155,363 

200,249 

169,620 

Reconciliation of net statement of financial position amount 

Opening value 

Amount recognised in statement of financial performance 

Payment made to pensioners 

439,079 

155,363 

(15,791) 

578,651 

200,249 

(43,826) 

735,074 

169,920 

Closing value 

578,651 

735,074 

904,994 

Principal actuarial assumptions: 

Assumptíons used at the reportíng dáte: 

Discount rate used 

Salary inflation 

9.00% 

8.00% 

9.20% 

6.20% 

0.00% 

0.00% 

Sensivitíes 

1% increase in discount rate 

- Increase in defined benefit obligaťion 

- Percentage 

508,532 

-12.1% 

641,757 

-12.7% 


1 % increase in discount rate 

- Decrease in defined benefit oblígaíion 

- Percentage 

663,006 

14.4% 

847,032 

15.2% 


1 % increase in salary infíation 

- Decrease in defined benefit obligatíon 

- Percentage 

509,476 

-12.1% 

643,116 

-12.5% 


Medical benefits 

included in defined conthbution plaň informaťion is the above p!an which is a multi-year employer fund and is a defined benefit pían, but due to the 
fact sufficient information is not availabte to enable the municipality to account for the plaň as a defined benefit plaň. The municipality accounted for 
this plaň as a defined contributlon pfan. 

An actuarial vaíuation has been performed of the municípality’s tiability in respecí of benefits to eiigible retirees and retired empíoyees of the 
municipality by KPMG Services (Pty) Ltd 

Present value of funded obligaílons 

2015 

2,618,513 

2016 

3,025,320 

2017 

Projected 

3,103,740 

Total present value of obligatlons 

2,618,513 

3,025,320 

3,103,740 

Liability for defined benefit obligations in the statement of 
financial position 

2,618,513 

3,025,320 

3,103,740 

Changes in the present value of the defined benefit obligation are as follows: 

Opening value 

Interest costs 

Actuarial losses/{gatn$) 

Benefits pald 

2015 

2,502,612 

217,350 

73,668 

(176,017) 

2016 

2,618,513 

227,154 

368,822 

(189,169) 

2017 

3,025,320 

278,329 

(199,909) 

Closing value 

2,618,513 

3,025,320 

3,103,740 

Expenses and income recognised in surplus for the periód 

Current Service costs 

Interest costs 

Actuarial gains and losses 

217,350 

73,668 

227,154 

368,823 

278,329 

Amount recognised in income statement 

291,018 

595,977 

278,329 
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Note 

2016 

R 

2015 

R 

Reconciiiation of net balance sheet amount 

Opening value 

2,502,512 

2,618,513 

3,025,320 

Amount recognised in income staíement 

291,018 

595,976 

278,329 

Payment made ío pensloners 

(175,017) 

(189,169) 

(199,909) 

Closing value 

2,613,5Í3 

3,025,320 

3,103,740 


Principal actuarial assumptions: 

Discount rate used 

9.00% 

9.20% 

Saiary inflatlon 

8.00% 

8.20% 

Sensitivity to medical infíation assumptions 

1% increase in medical inflation 

2,944,590 

3,402,774 

Percentage 

12.5% 

12.5% 

1% decrease in medical inflation 

2,344,672 

2,709,455 

Percentage 

-10.5% 

-10.4% 

1% increase in Discount rate 

2,360,381 

2,703,694 

Percentage 

-9.9% 

-10.6% 

1 % decrease in Discount rate 

2,930,668 

3,416,784 

Percentage 

11.92% 

12.90% 

Mortality less 2 years 

2,814,537 

7.49% 

3,234,787 

8.63% 


49 Contingent liabrlities 


Ciaim for damages to properties caused by storm 

The community of Ncotshane Township is datming from the municipality damages caused to their properties by a heavy storm as a result of poor 
drainage systém. The estlmatecf amount of the ciaim is R842 980. 


Ciaim for breach of contract 

Mayibuye Earthworks cc - this is a ciaim for damages in the amount of R2 062 915.34 exciuding VAT against the municipality for breach of contract. 
The matter is defended by Counciľs attorneys. 

Ciaim for use of priváte property without agreement 

The Impala Water Users Association - this is a ciaim for the amount of R5 606.1 1 for the use of priváte property by the municipality without entering 
into a íormal iease agreement with the owner of the property. 

Clarm for damages to vehrcle 

This is a ciaim for damages in the amount of R92 163.42 whereby the municipal vehicfe collided with the priváte passenger vehlcle owned by the 
claimant. 

Ciaim for damages to priváte property 

This is a ciaim against the municipality for damages to telephone cables allegedly caused by the municipai employees. The amount of the ciaim is 
R120 958. 


50 Contingent asset 

Lessor - rental agreements 

The municipai has submitted all expired iease agreements to its legal advisors to determine the recovery of rentals in arrear. These lease 
agreements expired in the previous financiaf years and were never renewed. The recoverable amount cannot be estimated accurately. 


51 In-kind donatíons and assistance 

The Municipality received the folíowing in-kind donations and assistance: 

Khabokedi Waste Management (P ty) Ltd 

Total public contributíons and donatfons 


2016 2015 

173,265 

- 173,265 
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Note 2016 2015 

R R 


Major Classes 

Computer equipment - 84,369 

Furniture and equipmení - 19,836 

Other assets - 69,060 

- 173,265 


Description 

Department of Cooperative Governance and Traditional Affairs 

- implementation of Back to Basics (Service Delivery) 

- Monthly review of recondliaťtons and compliance with MFMA and SCM Regutaíions 

Provincial Treasury 

- Monitoring the implementation of the Supply Chain Management Regulations. 

* implementation of cash management. 

- Review of VAT for the pást five years. 

52 Related parties 

The municipality did not háve any other related parties. No transacílons occurred with related parties that were not at arm's length or not in the 
ordinary course of business. 

53 Events after the reporting dáte 

There were no events that occurred subsequent to year end that materially affected fair presentatŕon of annual financial statements as at 30 June 
2016. 

54 Key sources of estimation uncertainty and judgments 

The foliowing areas involve a significant degree of estimation uncertainty: 

Useful íives and residual values of property, plánt, and equipment 
Recoverable amounts of property, plánt and equipment 

Provision for rehabilitation of landfill sites (discount rate used, number of years, amount of cash flows) 

Present value of defined benefit obligation 

Fair value of pfan assets 

Provision for doubtful debts 

Impairment of assets 

Provision for tong-term Service award 

The foliowing areas involved judgements, apart from those involving esíimations disctosed above, that management has made in the process of 
applying the municipatity's accouníing policles and that háve the most significant effect on the amounts recognised in the financial statements: 

Impairment of assets 

Provisions 

Other 

55 Risk Management 
Maximum credit risk exposure 

Credit risk consists mainly of cash deposits, cash equivatents and trade debtors. The municipality oniy deposits cash with major banks with high 
quality credit standing and llmíts exposure to any one counter-party. 

Trade receivabtes comprise a widespread customer base. Management evaluates credit risk relatíng to customers on an ongoing basis. If customers 
are independently rated, these ratings are used. Oíherwise, if there is no independent rating, risk contro! assesses the credit quality of the customer, 
taking into account iís financial position, pást experience and other factors. Indívidual risk limits are setbased on interná! or externá) ratings in 
accordance with limits set by the board, The utilisation of credit limits is regulariy monitored. Amounts owing consumers debtors for rates and 
Services are settied in cash or using major credit cards. Credit guarantee insurance ís purchased when deemed approphate. 

Capitat risk management 

The municipality's objective when managing Capital are to safeguard the munidpality's abiliíy to continue as a going as concern in order to provide 
returns for member and benefits for other stakehoiders and to mainíain an optimal Capital structure to reduce the cost of capitaí. 

The Capital structure of the municipality consists of debt, which includes borrowings (exciuding derivative financial liabilities) disdosed in note 22, 
cash and cash equivatents disciosed in note 3, and equity as disctosed in the staíement of financial position. 

There are no externally imposed capitat requirements. 

There háve been no changes to what the municipality manages as Capital, the straíegy for capitaf maintenance or externally imposed Capital 
requirements from the previous year. 
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Note 2016 2015 

R R 


Liquidity risk 

The municipaiity’s risk to fiquíciity is a result of the funds available to cover future commitments. The municipality manages liquidity risk through an 
ongoing review of future commitments and credit facilities. 


Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored. 

2016 2015 

Consumer deposits 1 J24,477 400,255 

Trade payables from exchange transactions 37,839,906 36,251,514 

Currení portion of tong-term borrowings 243,236 432,497 

Current portion of financa lease liability 3,399,017 1 ,522,869 

Non^current portion of long-term borrowings - 76,71 9 

Non-current portion of financa lease liability 3,745,217 1,659,646 


Interest rate risk 

As the municipality has no significant interest-bearing assets, the municipality’s income and operaíing cash ftows are substanťraliy independent of 
changes in market interest rates. 

The municipality’s interest rate risk arises from iongrterm borrowings. Borrowings issued at varíabfe rates expose the municipality to cash flow interest 
rate risk. Borrowings issued at fixed rates expose the municipality to fair value interest rate risk. Municipality policy is to maintain approximately ali of 
its borrowings in fixed rate instruments where possible. 


Credit risk 

Credit risk consists maínly of cash deposits, cash equivalents and trade debtors. The municipaíity only deposits cash with major banks wíth high 
quality credit standing and limits exposure to any one counter-party. 


Trade receivables comprise a widespread customer base. Management evaluated credit risk relatíng to customers on an ongoing basis. If 
customers are independently rated, these ratings are used. Otherise, if there is no independent rating, risk control assesses the credit quality of the 
customer, taking into account its financial position, pást experience and other factors. individual risk limits are set based on internal ratings in 
accordance with limits set by the council. Sales to customers are seítled in cash. 


At year end, the maximum exposure to credit risk was as follows: 


Cash and cash equivalents 

Trade and other receivables from exchange transactions 
Trade and other receivables from non-exchange transactions 
Long term receivables from exchange transactions 

Totat credit risk exposure 


2016 

9,774,199 

69,076,685 

54,507,236 

3,503,616 

136,861,736 


2015 

13,137,115 

60,587,180 

33,304,171 

3,555,930 

110,584,396 


56 Restatement of comparative Information 

After the compilation of the financial statements for the year ended 30 June 2016, it became apparent that certain items of income and expenditure 
were incorrectíy classified as shown below: 

Statement of Financial Position: 

Property, plánt and equipment previously reported - 159,024,758 

Reclassification: Vacant íand - 47,892,055 


Effect on financial position 

206,916,813 

Statement of Financial Position: 

Investment property previously reported 

Rectassification: Vacant land 

88,407,749 

(47,892,055) 

Effect on financial position 

40,515,694 

Statement of Financial Performance: 

Contribution to provisíons previously reported 

Reclassification: interest and penatties - Sars 

7,554,642 

(336,830) 

Effect on financial performance 

7,217,812 

Statement of Financial Performance: 

Finance costs previously reported 

Reclassification: Interest and penaíties - Sars 

782,475 

336,830 

Effect on financial performance 

1,119,305 
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Note 2016 2015 

R R 

57 Going concern 

Ättention is drawn to the fact that at 30 June 2016, the municipality had cash resojrces of R9 774 199 (2015: R1 3 137 115 and current liabititíes of 
R60 552 451 (2015; R58 213 121). Thfs meant that the municipality was not in a posiťion to meet its current obligations as at that dáte. 

The financiai statements háve been prepared on the basis of accountšng policies applicable to a going concern. Thfs basis presumes that funds will 
be avaiíable to finance future operations and that the realisatíon of assets and settlement of liabiliíies, contingent liabiiities and commitments wili 
occur in the ordinary course of business. 

58 Budget differences 

The compahson of the Municipality’s actual financiai performance with that budgeted is set out on page 11. 
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This schedule does not form part of the annuaí financiaí statements and is presented for additional Information purposes oniy 



uPhongolo Local Municipality 
APPENDIX F 

UNSPENT CONDITIONAL GRANTS 

as at 30 June 2016 
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uPhongolo Local Municipality 
APPENDIX G 

DEVIATION FROM PROCUREMENT PROCESSES 
Supply Chain Management Regulation 42 

as at 30 June 2016 



This schedule does not form part of the annual financial statements and is presented for additional information purppses oniy 





















































APPENDIX G 

DEVIATION FROM PROCUREMENT PROCESSES 
Supply Chain Management Regulation 42 

as at 30 June 2016 
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Traffic ' 
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Corporate 

Community 

Community 

Community 

Motivatíon 

The Taxi Association is the sóle provider of taxi 
transport 


The Taxi Association is the sóle provider of taxi 
transport 

The Taxi Association is the sóle provider of taxi 
transport 

Emergency repairs to mini sub-station that supplies 
electricity 

The Taxi Association is the sóle provider of taxi 
transport 

SABC is the air Communications média that has a 
wider listernership that the Mayor cou!d use to reach 
out to uPhongolo community 

The Taxi Association is the sóle provider of taxi 
transport 

The Taxi Association is the sóle provider of taxi 
transport 

Purchase of postage stamps 
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